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To be cxnnm.anders 
Lemuel E. Lindsay. 
Augustine W. Rieger. 

To be lieutenant con1ma-nders 
John J. Twomey. 
Samuel B . .Brewer. 
Franklin S. Irby. 

To be lie-utenant (ju-nior grade) 
George W. Allen. 

To be pa-ssed assi-s tant SlWgoon 

Walter F. J. Karbach. 
To be passed assistant dental 81lrgeon 

Gunnar N. Wennerberg. 
MARINE CORPS 

To be fi1"8't lieuten-ant 
Richard J. Godin. 

To be . eeon.d Ueutenant 
George 0. Van Orden. 

To be chief quartermaster clerk 
Claude T. Lytle. 

POSTMASTERS 

ARIZONA 

Walter ,V. Jett, Chandler. 
MARYL.A~ 

Charles H. Johnson, Edgewood. 
Stella B. John on, Fort Hoyle. 
Hattie B. H. Moore, :Marydel. 
Charles R. Wilhelm, Monkton. 
Webster Ravenscroft, Oakland .. 
Napoleon T. Nelson, Trappe. • 
Lafayette Ruark, We tover. 
Addie D. Rayne, Willards. 

Mr. GARRETT of Tenne. see. Mr. Speaker, reserving the 
right to object-and I shall not object-to the request of the 
gentleman from Connecticut, I think the ses ion has reached a 
tage now where it is not improper to direct attention to the 

fact that 1t seems as if matters were being permitted to drift 
in such a way as necessarily to throw upon the Committee on 
Rules of the House respon ibilities that it ought not to have to 
assume, by committees failing to take advantage of Calendar 
Wedne~day to call up the business which they might call up at 
that time; and then as the ession becomes more and more 
congested and pressure will be exerted for the con ideration of 
thi or that piece of legi~lation, each bit of it b ing in the minds 
of those interested the mo t important thing that Congress 
can do. 

"\Ve shall have the pre ure and the propa...,anda and letters 
and telegrams pouring in on the Committee on Rules to bring in 
pecial ordE:'.rs making in order the le!!islation that may be 

desired. The Committee on Rules :will be "made the goat" 
by rea on of the negligence of some of these committee in 
failing to avail of Calendar Wednesday to call up their busi­
ness, which they may do under the general rule of the House. 

lli. Tl.LSON. There is a special rea- ~m that applies to-day 
that is out of the ordinary. The Committee on Banking and 
Currency is now on can, but has no other· bu iness to take 
up. The next committee to be reached is the Committee on 
Coinage, Weights, and Mea. ures. Thi committee has two 
bill . -It may take all day to-day to consider them, and if 
so they are entitled to it. I am informed by the chairman of 
the committee, however, that the committee will probably not 
take all the time. .Another committee would not wi. h to come 
iu for a part of a day and have an entire day charged up 
to it. Therefore, under the circumstances, I think it would 
not be inappropriate to agree now to di pense with Calendar 
Wedne day business after the completion of the business 
·brouO'ht forward by the Committee on Coinage, Weights, and 
Measures. 

WEST VIRGINIA 

Clarence F. Tomlinson, Edwight. 
J. D. Fultz, Everettville. 

HOUSE OF REPRESENTATIVES 
WEDNESDAY, Feb1--uary ~9, 19~8 

Mr. GARRETT of Tennessee. Further reserving the right 
to object, l\Ir. Speaker, as is very well known, the general 
policy of the minority has been and is not to try to interfere 

1 with the rights and responsibilities of the majority to fiX 
the program of business. The majority can do that in any 
event, and it may as well be done pleasantly instead of forcing 
various parliamentary procedures; and what I sugge ted a 
moment ago is not intended by way of critieism of the majority 
leader in now asking for this action. But it does seem that 

The House met at 12 o'clock noon and was called to ·'Order by ' 
the Speaker. 

The Chaplain, Rev. James Shera Montgomery, D. D., offered 
the following prayer : 

Most merciful and all-wise Father, Thou hast made waiting 
beautiful and patience sweet. Thy holy Spirit is like an in­
visible bridge that unites us in our hopes and dreams. Thou 
dost give us the zest of .soul that sorrow can not keep down · 
and the cheer that burdens can not cru h. Renew to-day the 
sunshine of our hearts and the childhood of our spirits. 0 God, 
humanity is all about us teeming through the arteries of the 
Republic. Many there are with stained garments and heavy 
hearts ; they are struggling for mere existence through a Yelled 
cloud. Stay Thou the threatening signs of social, moral, and 
political plague. The mission of Jesus of Nazareth is indispen­
sable. He holds for all weary souls and bodies the remedy for our 
national ills. Oh, may the holy arms that were once stretched 
on the cross be loosened more and more to clasp the whole 
human family in one embrace. Then there shall be no more 
classes, but there shall be just men-the crowning gifts ~f GOO's 
creation. Through Jesus Christ our Lord. Amen. 

The Journal of the proceedings of yesterday was read and 
approved. 

ORDER OF BUSI:NEBS 

1\lr. TILSON. Mr. Speaker, I wish to say a word as to the 
program for to-day. The Committee on Coinage, Weights, and 
Measures, I undero.tand, has the next call on Calendar Wednes­
day. I ask unanimous consent that upon the completion of the 
business presented by this committee for the remainder of the 
day Calendar Wedne~day business may be dispensed with, so 
that the agricultural appropriation bill may be taken up and 
proceeded with. 

The SPEAKER. The gentleman from Connecticut asks 
unanimous consent that on the completion ~f the consideration 
of the business presented by the Committee o.n Coinage, Weights, 
and l\Ieasures the busine sin order for Calendar Wednesday for 
the r·c.mtinder of the day be dispenSed with. Is there (}bjection? 

upon matters of a nonpartisan nature, matters on which there 
will be no par·tisan division whatever, if advantage be taken 
of Calendar Wednesday, which was expressly adopted, as those 
of us who were here at the time it was adopted will recall, 
so as to insure to committees an ()pportunity for the consid­
eration of their legislation, it would relieve the Committee on 
Rules of the necessity of coming in with special rules in con­
gested times. It does seem proper to me to state this at this 
time, and really r do it for the purpose of calling it to the 
attention, not so much that of the majority leader, who knows 
the situation, but of the chairmen of these committees that 
have legislation which they want to get in, and to suggest 
that they ought to be ready to take advantage of Calendar 
Wednesday, and not come in later and unload responsibility 
on the Committee on Rules, which it ought not to have to bear. 

l\Ir. GARNER of Texas. Mr. Speaker, will the gentleman 
yield? 

Mr. GARRETT -of Tennessee. Certainly. 
Mr. GARNER of Texas. After all, if one of these committees 

came to the Committee on Rules for a rule providing for legis­
lation which they neglected to bring in by reason of failure to 
avail of the right they would have on Calendar Wednesday, 
would not the Committee on Rules be justified in saying, "You 
did not take advantage of th~ opportunity that was given 
you"? 

Mr. GARRETT of Tenne"'see. Absolutely. When I speak of 
the Committee on Rules considering :business, of course I refer 
to th~ majority, because that is one particular committee where 
it is the majority that does business. The Committee on Rules 
would be absolutely justified, in my opinion, in taking that at­
titude, that is justified as between the Committee on Rules and 
the legislative committee, but then there is a forced responsibil­
ity to the public, which the Rules Committee should not be made 
to assume. 

Mr. GARNER of Texas. Mr. Speaker, it is the duty of the 
chairman of those various committees to object to the setting 
aside of Calendar Wednesday when the majority leader takes 
the responsibility of asking that it be done, so it is the majority 
lea.der and the chairmen of the various committees who are re­
sponsible for not having the benefit of Calendar Wednesday. 
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Mr. TILSON. I will ~ay that my request is in entire· accord 

with the wishes of the several chairmen who are most directly 
interested. 
· Mr. LINTIDCUl\1. Mr. Speaker, reserving the right to object, 
I wish to say to the gentleman from Connecticut that for the 
past three Wednesdays I have been here expecting that several 
bills on the calendar, reported by the Committee on Foreign 
Affairs, would come up, but on each of those days the consid­
eration of those bills bas been postponed. There is one particu­
lar bill in which I am interested, and the people are waiting for 
an answer in order to carry out certain work which has to be 
done. I certainly trust the gentleman from Connecticut will 
not ask to do away with any further Calendar Wednesdays. If 
he doeN I shall have to object. Whether that will accomplish 
anything or not, I do not know, but I shall endeavor to prevent 
all po. tponements after this. 

The SPEAKER. Is there objection to the request of the 
gentleman from Connecticut? 

There was no objection. 

PERMISSION TO ADDRESS THE HOUSE 

Mr. CRAMTON. l\lr. Speaker, I ask unanimous consent to 
be allowed to proceed for 10 minutes. 

The SPEAKER. The gentleman from Michigan asks unani­
mous consent to proceed for 10 minutes. Is there objection? 

There was no objection. 
Mr. LINTHICUM. Mr. Speaker, will the gentleman yield 

for just a moment? 
1\Ir. CRAMTON. I yield. 
l\lr. LINTHICUM. Mr. Speaker, I ask unanimous consent 

that my colleague from New York [Mr. SmovloH] be allowed to 
speak for 30 minutes immediately after the reading of the 
Journal and disposition of business on the Speaker's desk on 
Friday of this week. 

The SPEAKER. The gentleman from Maryland asks unani­
mous consent that the gentleman from New York [Mr. SrnoTicH] 
be permitted to address the House for 30 minutes, after the 
reading of the Journal and the disposition of business on the 
Speaker's table, on Fl'iday next. Is there objection? 

Mr. SNELL. Mr. Speaker, reserving the right to object, we 
have the agricultural appropriation bill coming on, and there 
will be several hours of general debate, during which the gen­
tleman from New York could no doubt get the time he desires. 
· Mr. TILSON. Mr. Speaker, the agricultural appropriation 
bill is to be taken up after the disposition of Calendar \V ednes­
day business, and there will be plenty of time allowed for gen­
eral debate, and I hope that gentlemen, so far as possible, 
will take advantage of the general debate on the appropriation 
bill, rather than ask for permission to address the House. 

Mr. LINTHICUM. My colleague has certain data· which he 
wishes to gather, and he would like to have a specific time 
set aside for him. I have not made many requests of this kind 
of the House, and I am sure the gentleman from New York 
has not made such a request before. 

l\Ir. SNELL. We want to accommodate the gentleman from 
New York and everybody else, but we would rather have the 
gentleman take his time during the general debate on the ap-
propriation bill. . 

Mr. LINTIDCUM. There will no doubt be general debate 
on that bill on Friday, so it would be six of one and a half 
dozen of the other. I hope the gentleman will not object. 

The SPEAKER. Is there objection? 
There was no objection. 

SENATE BILL REFERRED 

A bill of the following title was taken from the Speaker's 
table and, under the rule, referred to the appropriate committee, 
as follows: 

S. 2800. An act authorizing E. K. Morse, his successors and 
assigns (or his or their heirs, legal representatives, and assiglli!), 
to construct, maintain, and operate a bridge across the Dela­
ware River at or near Burlington, N. J. ; to the Committee on 
Interstate and Foreign Commerce. 

BILLS PRESENTED TO THE PRESIDENT 

l\fr. CAMPBELL, from the Committee on Enrolled Bills, 
reported that this day they presented to the President of the 
Uuitecl States for his approval bills of the House of the follow­
ing titles: 

H. R. 48. An act to erect a tablet or marker to the memory of 
the Federal soldiers who were killed at the Battle of Perry­
_ville, and for other purpOses ; 

H. R. 83. An act to approve Act No. 24 of the Session Laws 
of 1927 of the Territory of Hawaii, entitled "An act to authorize 
and provide for the manufacture, maintenance, distribution, and 

supply of electric current for light and power wlthln Hanapepe, 
in the district of ~'"almea, island and county of Kauai"; 

H. R. 482. An act to provide relief for the victims of the air­
plane accident at Langin Field, Moundsville, W. Va.; 

H. R. 3144. An net for the relief of Augu~tns C. Turner; 
H. R. 5925. An act for the relief of the Fidelity & Deposit Co. 

of 1\Iar...-land · · 
H. R.' S281. 'An act to provhle for the withdrawal of certain 

describf'd lands in the State of XeTTHla for the use and benefit 
of the Indians of the Walker River Reservation; 

H. R. 8282. An act to pronde for thE> permanent withdrawal or 
certain lands bordering on and adjacent to Summit Lake, Nev., 
for . the Paiute. Shoshone, and other Indians; · 

H. R. 82D1. An act to amend section 1 of the act of June ~5, 
1910 (36 Stat. L. 855), "An act to provide for determining 
the heirs of deceased Indians, for the di;:;rJOsition and sale of 
allotments of deceased Indians, for the leasing of allotment , and 
for other purposes"; . 

H. R. 8292. An act to reserve 120 acrt>s on the public domain: 
for the use and benefit of the Koosharem Band of Indians re3id­
ing in the vicinity of Koosharem, Utah ; 

H. R. 8527. An act for the relief of the International Petro­
leum Co. (Ltd.), of Toronto, Canada ; 

H. R. 9037. An act to provide for the permanent withdrawal of 
certain lands in Inyo County, Calif., for Indian use; and 

H. R. 9994. An act to reimburse certain Indians of the Fort 
Belknap Reservation. Mont., for part of full value of an allot­
ment of land to which they were individ~mlly entitled. 

ORD-ER OF BUSINESS 

Mr. GREEN of Iowa. 'Vill the gentleman from Michigan 
yield to me in order that I may propound a parliamentary 
inquiry? 

Mr. CRAMTON. Yes. 
Mr. GREEN of Iowa. Mr. Speaker, I desire, if possible. t.o 

call up the conference report on the alien property bill to-day 
and as early as possible. Will that be in order? 

The SPEAKER. The Chair does not think that will be in 
order on Calendar Wednesday except by unanimous consent. 

Mr. GREEN of Iowa. Then, Mr. Speaker, I ask unanimous 
consent that immediately after the conclusion of the rema1·ks 
of the gentleman from Michigan I may be permitted to submit 
the conference report on the alien property bill. 

Mr. GARRETT of Tennessee. Mr. Speaker, tmder the agree­
ment which has been made, would it not be in order to do that 
after the completion of such business as may be presented to-day 
by the Committee on Coinage, Weights, and -Measures, because 
the gentleman from Connecticut has secured unanimous consent 
to dispense with further Calendar Wednesday business after 
the Committee on Coinage, Weights, and Measures has com­
pleted its business? 

The SPEAKER. It would be in order after that. 
Mr. GREEN of Iowa. 1.\-Ir. Speaker, I was trying to get in 

ahead of that. 
l\Ir. ·GARNER of Texas. l\Ir. Speaker, reserving the right to 

object, I certainJy have no objection to this conference report 
coming up at any time, but I understand tbat the gentleman 
from Illinois, the chairman of the Appropriations Committee, 
has an emergency resolution which he would like to call up by · 
unanimous consent. It would not take five minutes to dispose 
of it, and Texas happens to be intensely interested in that 
resolution. If the gentleman from Iowa is going to get unani­
mous consent to call up this conference report, I would like 
the gentleman from Illinois to ask unanimous consent that he 
be permitted to call up his resolution immediately after the 
conclusion of the address of the gentleman from Michigan. 

Mr. MADDEN. l\Ir. Speaker, I make that request. 
The SPEAKER. The gentleman from Iowa asks unanimous 

consent that at the conclusion of the address of the gentleman 
from Michigan he may be permitted to c-all up the conference 
report on the alien property bill, and following that the gentle­
man from Illinois asks unanimous consent that he may pre~ ent 
a resolution. 

Mr. MADDEN. For which I will ask immediate considera­
tion. 

The SPEAKER.. For which he will ask immediate considera­
tion. Is there objection? 

Mr. MADDEN. It might be well to have the House know 
what the resolution is. The committee is recommending $687,800 
in the agricultural appropriation bill for next year for the 
destruction or control of the pink boll weevil. There is a very 
great emergency in Texas and some of the Southwest Statel-: 
in connection with this pest, and they must act at once. The 
committee is asking for the passage of a joint resolution that 
will make $200,000 of t11e $687,000 available for immediate use, 
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and then when that item is reaclled in the bill deduct the 
$200,000 from the amount carried in the item. 

The SPEAKER. I"' there objection? 
There was no objection. 

HON. HERBERT HOOVER. 

The SPEAKER. The gentleman from Michigan [Mr. CRAM­
TON] is recognized for 10 minutes. 

1\Ir. CRAMTON. Mr. Speaker and gentlemen of the House, a 
very interesting address was given to the House yesterday by 
my friend, the gentleman from Arkansas [Mr. Tn.LMAN]. I 
was so unfortunate as not to be here at the time of the address, 
but I have read it with interest. I noted one statement therein 
in which the gentleman from Arkansas, one of the most · in-
1luential members of the Democratic minority in this Hou e, 
ays: . 
Mr. Speaker, I beg to say that I do not consider it a dignified pro-

ceeding for an aspirant to a party pre identlal nomination to abandon 
his duties and go on the stump to present ·his claims. 

'l'his statement, of course, could only apply to one of the 
most prominent candidates for the Democratic nomination, 
JAMEs A. REED, and I shall not take my time to enter into a 
defense of that prominent Democ~t as against another promi­
nent Democrat. 

JUr. DYER. Will the gentleman yield? 
l\lr. CR.A.1\1TON. I am sorry I can not yield until I make 

sure I can say what r have to say. I will then be glad to yield 
to anyone. 

Another statement of the gentleman from Arkansas is this, 
which is the real text of my remarks: 

So I have been disappointed in the attitude of my friend from 
Michigan, my white-plumed leader among the drys. 

I have never claimed any leadership or assumed any. I was 
not aware that I exercised any. On matters pertaining to the 
eighteenth amendment and its enforcement it has given me 
pleasure to contribute anything I could to promote its enforce­
ment through the course of legislation here, and in that I have 
always found myself side by side with the gentleman from 
Arkansas [Mr. Trr..LM.A~~] ; but in yesterday's address I find 
registered here before the Nation the disappointment ot my 
colleague in that cause; disappointment based upon the fact 
that he alleges I do not support the one candidate for the 
Republican nomination that be thinks I ought to support, Sena­
tor· WILLIS, whom I guarantee under no circumstances would 
he support. He is disappointed that I seem to incline to the 
candidacy of Mr. Hoover instead of that of Senator WILLIS. 
I will say to the gentleman from Arkansas that I, as a Repub­
lican and a dry, am in this very fortunate and happy position, 
which I am sure he must envy me, in that I can view with 
equanimity the contest for the Republican nomination, because 
as a consistent dry I can support, I am sure, after his nomina­
tion, any candidate now prominent for the Republican nomina­
tion. [Applause.] 

1Vhat the gentleman 'Views as to the Democratic situation I 
leave for 'him to contemplate.- and I understand why he dis­
cue es the Republican contest instead of the Democratic. 
[Laughter.] 

I will extend my remarks· to the extent of putting in the 
tatement of Secretary Hoover, which the gentleman from 

Arkansas has referred to, his reply to the inquiry from Senator 
BoBAH, and which reads as follows: 

I feel that the discllssion of public questions by reply to question­
naires is likely to be unsatisfactory and ofttimes leads to confusion 
rather than clarity. Replie to the scores or- such 1nqu1rles on many 
questions are impossible. 

Out of regard for yonr known sincerity and your interest in the 
esential question I will, however, say again that I do not favor the 
repeal ·of the eighteenth amendment. I stand, of CQurse, for- the 
efficient, vigorous, and sincere enforcement of the laws enacted there­
under. Whoever is chosen President has under his oath tbe solemn 
duty to pursue tbis course. 

Our country has deliberately undertaken a great social and eeonomic 
experiment, noble in motive and far-reaching in purpose. It must be 
worked out consh·uctively. 

I was prepared to support Secretary Hoover fo1r the nomina­
tion without any statement, because a man's character and 
record are better than campaign statements. [Applause.] And 
now that the statement has come, I am glad to read it in con­
nection with my knowledge of the man~ and hiS' record, and his 
career, and his character. Himself a total ab~tainer, officially 
anu per onally always giving the weight of his great Influence 
to the enforcement of the law, himself a great executive and a 
great organizer, I knew without any such statement that he 
would stand for the eighteenth amendment and its enfo1·cement. 

In this statement, which the gentlem:m f1·om Arkansas be· 
tittles and seeks to ridicule, Secretary Hoover says : 

Our country has deliberately undertaken a great social and economic 
experiment, noble in motive and far-reaching in purpose. It must be 
worked out constructively. 

Herbe1·t Hoover, as a great engineer and a great executive, 
when he uses the word "constructively" means its promotion 
and its advancement and its development. [Applause.] · 

If almost any prominent Democratic candidate for the nomi· 
nation bad used this language we would think he had misspoken 
him ~elf and said "constructively" when he mennt "destruc.._ 
tively," but with Herbert Hoover he only used the word he 
meant to use. 

Why, I am wondering! The gentleman expres es his dis. 
appointment that I am supporting a man that it is now under­
stood, though not a resident of that State, and although he 
never had a residence in that State, is so strong in that great. 
industrial and agricultural State that no other Republican 
will contest against him in the primaries; that he will be given 
the delegation from Michigan by unanimous consent; and so 
strong in the country that he is now so far out in the lead for 
the Republican nomination that the Democrats are commencing 
to shoot at him. 

The gentleman expresses wonder that I give my support to 
him with his record and his declaration against repeal of the 
eighteenth amendment. I am wondering about the peculiar 
trouble of my friend from Arkansas, a trouble characteristic 
of our southern dry Democrats. I say that any prominent 
Republican candidate for the Presidency, if nominated, I could 
support whole-heartedly and with enthusiasm, as a dry. Hoover, 
WILLIB, CURTis, D.AWES, any of them, I could give my support 
to; but when the Democratic roll is called next November and· 
my . good friend from Arkansas, whom I esteem so highly and­
whom I know as a sincere and active dry-when the roll is 
called and my friend from Arkansas next November is asked 
to step up and put his ballot in the box for F'R.A.J."'iK WILLIS as 
the Republican candidate or Al Smith or JIM REED or Governor 
Ritchie as the Democratic candidate, I wonder if my friend 
will go to the polls at all to vote. [Laughter and applause.] 
Certainly, he would not dare tell this House how he would 
vote in that kind of a dilemma. 

Mr. SPEAKS. Will the gentleman from Michigan yield? . 
Mr. CRAMTON. If I have the time. 
Mr. SPEAKS. I want to inquire whether the gentleman fi·om 

Michigan considers the eighteenth amendment and the Volstead 
law as mere experimental undertakings subject to doubts as to 
their permanency? 

Mr. CRAMTON. I would not use the word "mere." I have 
repeatedly refe.rred to it as the great American experiment. 
[Applause.] Something the world has been wanting done 
but no -other nation has ever been able to do it. We are trying 
to do it and we are going to make a success of it. 

Mr. SPEAKS. Will the gentleman yield for another ques­
tion? I want to say to the gentleman from Michigan that he 
has an entirely different conception--

Mr. CRAMTON. I am yielding only for a question, and I can 
not yield for-a, speech. 

Mr. SPEAKS. Then r will ask the gentleman a question. 
Does the gentleman understand that the eighteenth amendment. 
and the Volstead law instead of being a mere experiment rep­
resents the well-matured judgment and co.nclu ions on the pro­
hibition question by the people of the United States following 
a century of discussion and effort to attain the desired end 
and that the- term " experiment " is no longer applicable to the 
subject7 

Mr. CRAMTON. I know this: That the well-matured judg­
ment of Ohio when they first adopted prohibition in 1918, state­
wide, then gave only a small majority if I remember right,. 
something like 25,000. After tbat experience with it for several 
years a vote was taken in 1922 to peTmit the sale of beer and 
wine. That was rejected by a majority several times as large. 
as the first one, 189,000, and only 7 counties in all, out of 88 
in that State, gave any wet majority whatever. 

Mr. SPEAKS. In order that the House may understand-­
The SPEAKER. Tbe time of the gentleman from 1\iichigan 

has expired. 

CONFERENCJ!t REPORT 01f ~ PROPERTY BILL 

Mr. GREEN of Iowa. Mr. Speaker, pursuant to the unani­
mous. request heretofore granted, I call up the conference re­
port on the bill H. R. 7201, the allen property bill, and I ask 
unanimous consent- that tlle statement be read in lieu of the 
report 
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The SPEAKER. The gentleman from Iowa asks unanimous 

consent that the statement be read in lieu of the report. Is 
there objection? 

There was no objection. 
1\fr. GREEN of Iowa. Pending that, Mr. Speaker, I ask unan­

imous consent to address the House for five minutes on the gen­
eral subject before the statement is read. 

The SPEAKER. Is there objection to the request of the gen­
, tleman f1·om Iowa ? 

There was no objection. 
Mr. GREEN of Iowa. 1\fr. Speaker and gentlemen of the 

House, I think Members of the House, regardless of whether 
they would have written this report and the b-ill in exactly the 
form presented, will agree with me in experiencing a sense o!. 
relief at the disposition of one of the most perplexing and diffi­
cult problems that has ever been presented to Congress by the 
agreement on the alien property bill. 

The main features, in fact all the basic features of the origi­
nal House bill have been preserved in the bill now presented to 
you as a result of the conference report. While it has been 
changed in many details, there is not a change in any essential 
fea ture of the bill reported by the House committee. 

As soon as the bill gets in operation the Germans are to 
receive 80 per cent and the Americans 80 per cent of their 
cla ims. The American claims that do not exceed $100,000 and 
all death claims are to be paid at once. The American claims 
are to be paid in six years and the balance of the German claims 
will be made in payments through a period of about 25 years. 

There are two principal changes made by the conference 
report, and I ask your attention to the reading of the statement, 
as i t is much shorter than the report. 

In the first place, the Senate strikes out the statement of 
policy that was in the House bill. I regretted to see this done, 
but it seemed impossible to get an agreement otherwise, and it 
has ~othing to do with the featm·es of the bill itc:;elf. 

The next most important. change was the fact that provision 
is made in the bill to take care of the Austrian and Hungarian 
cla ims. Provision is made for the settlement of American 
claims against these nations, and requirement is made that the 
Austrian Government shall deposit the money to take care of 
these claims before any money is paid out on the Austrian­
Hunga rian cfaims. The reason it was not put in the House bill 
was because the State Department was conducting negotiations 
with the Aus trian and Hungarian Governments in order to 
establish a satisfactory basis upon which they could get into an 
arrangement with them. 

The other matters are matters of detail. There is a provision 
with reference to special claims which has been modified by 
the conference committee, and requires that the German claim­
ants shall show at the time the ships were taken that neither 
the German Emperor nor any of the ruling family-kings of 
divisions of the Empire-had any_ interest in those ships at 
the time they were taken. If so, then the provision is made 
that their interests is to be deducted. 

With this preliminary statement I ask that the statement of 
the conferees be read. 

The SPEAKER. The Clerk will read the statement. 
The Clerk read the statement. 
The conference report and statement are as follows: 

CONFERE TeE REPORT 

The committee of conference on the disagreeing votes of the 
two Houses on the amendment of the Senate to the bill {H. R. 
7201) to provide for the settlement of certain claims of Ameri­
can nationals against Germany and of German nationals against 
the United States, for the ultimate return of all property of 
German nationals held by the Alien Property Custodian, and 
for the equitable apportionment among all claimants of certain 
available funds, having met, after full and free conference have 
agreed to recommend and do recommend to their respective 
Houses as follows : 

That the House recede from its disagreement to the amend­
ment of the Senate and agree to the same with an amendment 
as follows: 

In lieu of the matter proposed to be inserted by the Senate 
amendment insert the following : 

"That this act may be cited as the 'settlement of war claims 
act of 1928.' 

CLAIMS OF NATIO:-iALS OF THE UNITED STATES AGAINST GERMA..'iY 

"SEc. 2 {a) The Secretary of State shall, from time to time, 
certify to the Secretary of tbe Treasury the awards of the 
Mixed Claims Commission, United States and Germany, estab­
lished in pursuance of the agreement of August 10, 1922, be­
tween the United States and Germany (referred to in this act 
as the ' Mixed Claims Commission '). 

"(b) The Secretary of the Treasury is authorized and directed 
to pay an amount equal to the principal of each award so cer­
tified, plus the interest thereon, in accordance with the a ward, 
accruing before January 1, 1928. 

" (c) The Secretary of the Treasury is authorized and directed 
to pay annually (as nearly as may be) simple interest, at the 
rate of 5 per cent per annum, upon the amounts payable under 
subsection (b) and remaining unpaid, ~eginning January 1, 
1928, until paid. 

"(d) The payments authorized by subsection (b) or (c) 
shall be made in accordance with such regulations as the Secre­
tary of the Treasury may prescribe, but only out of the German 
special deposit account created by section 4, within the limita­
tions hereinafter prescribed, and in the order of priority pro­
vided in subsection (c) of section 4. 

"{e) There shall be deducted from the amount of each pay­
ment, as reimbursement for the expenses incurred by the United 
States in respect thereof, an amount equal to one-half of 1 per 
cent thereof. The amount so deducted shall be deposited in 
the Treasury as miscellaneous receipts. In computing the 
amounts payable under subsection (c) of section 4 (establish­
ing the priority of payments) the fact that such deduction 
is required to be made from the payment when computed or 
that such deduction has been made from prior payments, shall 
be disregarded. 

"(f) The amounts awarded to the United States in respect 
of claims of the United States on its own behalf shall not be 
payable under this section. 

"(g) No payment shall be made under this section unless 
application therefor is made, within two years after the date of 
the enactment of this act, in accordance with such regulations 
as the Secretary of the Treasury may prescribe. Payment shall 
be made only to the person on behalf of whom the award was 
made, except that-

"(1) If such person is deceased or is under a legal disability, 
payment shall be made to his legal representative, except that 
if the payment is not over $500 it may be made to the persons 
found by the Secretary of the Treasury to be entitled thereto, 
without the necessity of compliance with the requirements of 
law in respect of the administration of estates; 

"(2) In the case of a partnership, association, or corporation, 
the existence of which has been terminated, payment shall be 
made, except as provided in paragraphs (3) and (4), to the 
persons found by the Secretary of the Treasm·y to be entitled 
thereto; 

"(3) If a receiver or trustee for the person on behalf of 
whom the award was made has been duly appointed by a court 
in the United States and has not been discharged prior to the 
date of payment, payment shall be made to the receiver or 
trustee or in accordance with the order of the court ; and 

" ( 4) In the case of an assignment of an award, or an assign­
ment (prior to the making of the award) of the claim in respect 
of which the award was made, by a receiver or trustee for any 
such person, duly appointed by a court in the United States, 
such payment shall be made to the assignee. 

"(h) Nothing in this section shall be construed as the assump­
tion of a liability by the United States for the payment of the 
awards of the Mixed Claims Comniission, nor shall any pay­
ment under this section be construed as the satisfaction, in 
whole or in part, of any of such awards, or as extinguishing 
or diminishing the liability of Germany for the satisfaction in 
full of such awards, but shall be considered only as an advance 
by the United States until all the payments from Germany in 
satisfaction of the awards have been received. Upon any pay­
ment under this section of an amount in respect of an award, 
the rights in respect of the award and of the claim in respect 
of which the award was made shall be held to have been 
assigned pro tanto to the United States, to be enforced by and 
on behalf of the United States against Germany, in the same 
manner and to the same extent as such rights would be en­
forced on behalf of the American national. 

"(i) Any person who makes application for payment under 
this section shall be held to have consented to all the provisions 
of this act. 

"(j) The President is requested to enter into an agreement 
with the German Government by which the Mixed Claims 
Commission will be given jurisdiction of and authorized to 
decide claims of the same character as those of which the com­
mission now has jurisdiction, notice of which is filed with the 
Department of State before July 1, 1928. If such agreement 
is entered into before January 1, 1929, awards in respect of such 
claims shall be certified under subsection (a) and shall be in 
all other respects subject to the provisions of this section. 

CLAIMS Q-F GERMAN NATIONALS AGAINST UNITED STATES 

" SEC. 3. (a) There shall be a war claims arbiter (herein­
after referred to as the " arbiter ") who shall be appointed by 
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the President, by and with the advice and consent of the Senate, 
without regard to any provision of law prohibiting the hold­
ing of more than one office. The arbiter, notwithstanding any 
other provision of law, shall receive a salary to be :fixed by the 
President in an amount, if any, which if added to any other 
salary will make his total salary from the United States not 
in excess of $15,000 a year. 

" (b) It shall be the duty of the arbiter, within the limita­
tions hereinafter prescribed, to hear the claims of any German 
national (as hereinafter defined), and to determine the fair 
compensation to be paid by the United States, in respect of-

" (1) Any merchant vessel (including any equipment, appurte­
nances and property contained therein), title to which was taken 
by or on behalf of the United States under the authority of 
the joint resolution of May 12, 1917 (40 Stat. 75). Such com­
pensation shall be the fair value, as neal'ly as may be deter­
mined, of such vessel to the owner immediately prior to the 
time exclusive possession was taken under the authority of such 
joint resolution, and in its condition at such time, taking into 
consideration the fact that such owner could not use or permit 
the use of such ves el, or charter or sell or otherwise d ispose 
of such vessel for use or delivery, prior to the termination of 
the war, and that the war was not terminated until July 2, 
1921, except that there shall be deducted from such value any 
consideration paid for such vessel by the United States. The 
findings of the board of survey appointed under the authority 
of such joint resolution shall be competent evidence in any pro­
ceeding before the arbiter to determine the amount of such 
compensation. 

"(2) Any radio station (including any equipment, appur­
tenances, and property contained therein) which was sold to 
the United States by or under the direction of the Alien Prop­
erty Custodian under authority of the h·ading with the enemy 
act, or any amendment thereto. Such compensation shall be 
the fair value, as nearly as may be determined, which such 
railio station would have bad on July 2, 1921, if returned to 
the owner on such date in the same condition as on the date on 
which it was seized by or on behalf of the United States, or 
on which it was conveyed or delivered to, or seized by, the 
Alien Property Custodian, whichever date is earlier, except that 
there shall be deducted from such value any consideration paid 
for such radio station by the United States. 

"(3) Any patent (or any right therein or claim thereto, Rnd 
including an application therefor and any patent issued pur­
suant to any such application) which was licensed, assigned, 
or sold by the Alien Property Custodian to the United States. 
Such compensation shall be the amount, as nearly as may be 
determined, which would have been paid if such patent, right, 
claim, or application had been licensed, assigned, or sold to the 
United States by a citizen of the United States, except that 
there shall be deducted from such amount any consideration 
paid therefor by the United States (other than consideration 
which is returned to the United States under section 27 of the 
trading with the enemy act, as amended). 

" ( 4) The use by or for the United States of any invention 
described in and covered by any patent (including an applica­
tion therefor and any patent issued pur uant to any such appli­
cation) which was conveyed, transferred, or assigned to, or 
seized by, the Alien Property Custodian, but not including any 
use during any period between April 6, 1917, and November 
11, 1918, both dates inclusive, or on or after the date on which 
such patent was licensed, a..<:S:igned, or sold by the Alien Prop­
erty Custodian. In determining such compensation, any de­
fense, general or special, available to a defendant in an action 
for infringement or in any suit in equity for relief against an 
alleged infringement, shall be available to the United States. 

" (c) The proceedings of the arbiter under this section shall 
be conducted in accordance with such rules of procedure as 
he may prescribe. The arbiter, or any referee designated by 
him, is authorized to administer oaths, to bold hearing at 
such places within or without the United States as the arbiter 
deems necessary, and to contract for the reporting of such 
hearings. Any witne s appearing for the United States before 
the arbiter or any such referee at any place within or without 
the United States may be paid the same fees and mileage as 
witnesses in courts of the United States. Such payments shall 
be made out of any funds in the German special deposit 
account hereinafter provided for, and may be made in advance. 

"(d) The arbiter may, from time to time, and shall, upon 
the determination by bim of the fair compensation in respect 
of all such vessels, radio stations, and patents, make a tenta­
tive award to each claimant of the fair compensation to be 
paid in respect of his claim, including simple interest, at the 
rate of 5 per cent per annum, on the amount of such com­
pensation from July 2, 1921, to December 31, 1928, both dates 
inclusive. If a German national ftling a claim in respect of 

any such vessel fails to establish to the satisfaction of the 
arbiter that neither the German Government nor any member 
of the former ruling family bad, at the time of the taking, 
any interest in such vessel, either directly or indirectly, through 
stock ownership or control or otherwise, then (whether or not 
claim has been :filed by or on behalf of such Government or 
individual) no award shall be made to such German national 
unless and until the extent of such interest of the German 
Government and of the members of the former ruling family 
has been determined by the arbiter. Upon such determination 
the arbiter shall make a tentative award in favor of such 
Government or individual in such amount as the arbiter deter­
mines to be in justice and equity representative of such inter­
est, and reduce accordingly the amount available for tentative 
awards to German nationals :filing claims in respect of the 
vessel so that the aggregate of the tentative awards (including 
awards on behalf of the German Government and members of 
the former ruling family) in respect of the vessel will be 
within the amount of fair compensation determined under sub­
section (b) of this section. 

"(e) The total amount to be awarded under this section "'hall 
not exceed 100,000,000, minus the sum of (1) the expenditures 
in carrying out the provisions of this section (including a 
reasonable estimate for such expenditures to be incuned prior 
to the expiration of the term of office of the arbiter) and (2) 
the aggregate consideration paid by the United States in re­
spect of the acquisition of such vessels and radio stations, and 
the use, license, assignment, and sale of such patents (other 
than consideration which is returned to the United States under 
section 27 of the trading with the enemy act, as amended). 

"(f) If the aggregate amount of the tentative awards exceeds 
the amount which may be awarded under subsection (e), the 
arbiter shall reduce pro rata the amount of each tentative 
award. The arbiter shall enter an award of the amount to be 
paid each claimant, and thereupon shall certify such awards to 
the Secretary of the Treasury. 

"(g) The Secretary of the Treasury is authorized and directed 
to pay the amount of the awards certified under subsection {f). 

"(h) The Secretary of the Treasury is authorized and directed 
to pay annually (as nearly as may be) simple interest, at the 
ra'te of 5 per cent per annum, upon the amount Of any such 
award remaining unpaid, beginning January 1, 1929, until paid. 

"(i) The payments in respect of awards under this section 
shall be made in accordance with such regulations as the Sec­
retary of tbe Treasury may prescribe, but only out of the 
German special deposit account created by section 4, within the 
limitations hereinafter pre cribed, and in the order of priority 
provided in subsections (c) and (d) of section 4. 

"(j) The Secretary of the Treasury shall not pay any amount 
in respect of any award made to or on behalf of the Getwan 
Government or any member of the former ruling family, but 
the amount of any such award shall be credited upon the final 
payment due tbe United States from the German Gove1·nment 
for the purpose of satisfying the awards of the Mixed Claims 
Commission. 

"(k) No payment shall be made under this section unless 
application therefor is made, within two years after the date the 
award is certified, in accordance with such regulations as the 
Secretary of the Treasury may prescribe. Payment of any 
amount in respect of any award may be made, in the discretion 
of the Secretary -of t11e Treasury, either in the United States 
or in Germany. and either in money of the United States or in 
lawful German money, and shall be made only to the per~on on 
behalf of whom the award was made, except that-

" (1) If such person is deceased or is under a legal disability, 
payment shall be made to his legal representath·e, except that 
if the payment is not over $500 it may be made to the per ons 
found by the Secretru·y of the TreaSID'Y to be entitled thereto, 
without the necessity of compliance with the requi1·ements of 
law in respect of the administration of estates; 

"(2) In the case of a partnership, association, or corporation, 
the existence of which ha · been terminated, payment shall be 
made, except as provided in paragraphs (3) and (4), to the 
per ons found by the Secretary of the Treasw-y to be entitled 
thereto; 

"(3) If a receiver or trru tee for the person on behalf of whom 
the a ward was made has been duly appointed by a court of 
competent jurisdiction and has not been discharged prior to the 
date of payment, payment shall be made to the receiver or 
trustee or in accordance with the order of the court ; and 

"(4) In the case of an assignment of an award, or of an 
assignme-nt--plior to the making of the award-of the claim in 
respect of which such award was made, by a receiver or trustee 
for any such pe1-son, duly appointed by a court of competent 
jurisdiction, payment shall be made to the assignee. 
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. "(l) The head of any executive department, independent 
establishment~ or agency in the executive b~anch of the pov­
ernment including the Alien Property Custodian and the Comp­
troller General, shall, upon request of the arbiter, furnish 
such records documents papers, correspondence, and informa­
ti()n in the possession of such department, independent estab­
lishment, or agency as may assist the arbiter, fu_rnish t~em 
statements and assistance of the same character as Is descnb_ed 
in section 188 of the Revised Statutes, and may temporarily 
detail any officers or employees of such department, independent 
establishment, or agency to assist the arbiter, or to act as a 
referee in carrying out the provisions of this section. The 
Attorn~y General shall assign such officers and employees of 
the Department of Justice as _may be n~ry to. represent the 
United States in the proceedmgs under thiS section. 
. "(m) The arbiter, with the approval o-f the Secretary ?f the 
Treasury, is authorized to (1) appoint a~d fix the salaries ()f 
such officers referees, and employees, w1thout regard to the 
civil service 'taws and regulations or to the classification act of 
1923, and (2) make such expenditures-including expenditures 
for the salary of the arbiter, rent, and personal serVIces at the 
seat of government and elsewhere, law books, periodicals, books 
of reference and printing and binding-as may be necessary for 
carrying out the provisions of this section and within the funds 
available therefor. Any officer or employee detailed or assigned 
under subsection (1) shall be entitled to receive-n~t~thstand­
ing any provision of Ia w to the contrary--such additional com­
pensation as the arbiter, with the approval of the Secretary of 
the Treasury, may prescribe. The ~rbiter and officers ~nd em­
ployees appointed, detailed, or assigned shall be entitled to 
receive their necessary traveling expenses and actual expenses 
incurred for subsi tence-without regard. to _any limitation_s im­
posed by law-while away from the District of Columbia on 
business required by this section. 

"(n) On the date on which the awards are certified to the 
Secretary of the Treasury under subsection (f) or the date on 
which the awards are certified to the Secretary of the Treasury 
under subsection (e) of section 6 (patent claims of Austrian 
and Hungarian nationals), whichever date is the later, the 
terms of office of the arbiter, and of the officers and employees 
appointed by the arbiter, shall expire, an~ the books, papers, 
records, correspondence, property, and equipment of the office 
shall be transferred to the Department of the Treasury. 

" ( o) No award or ten ta ti ve . a ward shall b_e JJ?ade by the 
arbiter in respect of any claim 1f (1) such clarm 1s file_d after 
the expiration of four months from the date on which the 
arbiter takes office, or (2) any judgment or decree awarding 
compensation or damages in respect thereof has been rendered 
against the United States, and if such judgment or decree has 
become final (whether before or after the enactment of this act), 
or (3) any suit or proceeding against ~he Un~ted _States, or 
any agency thereof, is commenced or 1s pendmg m respect 
thereof and is not dismissed upon motion of the person by. or 
on behalf of whom it was commenced, made before the expua­
tion of six months from the date on which the arbiter takes 
office and before any judgment or decree awarding compensa­
tion or damages becomes final. 

"(p) There is hereby authoriz~ to ~ appropr~ated, to be 
immediately available and to remam available until expended, 
the sum of $50,000,000, and, after the date on which the awards 
of the arbiter under this section are certified to the Secretary of 
the Treasury such additional amounts as, when added to the 
amounts previously appropriated, will be equivalent to the aggre­
gate amount of such awards plus the amounts necessary for tbe 
expenditures authorized by subsections (c) and (m) of this 
section (expenses of administration), except that the aggregate 
of such appropriations shall not exceed $100,000,~0. 

"(q) The provisions of this section shall constitute the exclu­
sive method for the presentation and payment of claims arising 
out of any of the acts by or on behalf of the United States for 
which this section provides a remedy. Any person who files any 
claim or makes application for any payment under this section 
shall be held to have consented to all the provisions of this act. 
This subsection shall not bar the presentation of a claim under 
section 21 (relating to the claims of certain former German 
nationals in respect of the taking of the vessels Oarl Dwderich-
8en and Johanne); but no award shall be made under section 21 
in respect of either of such vessels to or on behalf of any person 
to whom or ()n whose behalf an award is made under this sec­
tion in respect ()f such vessel. 

"(r) If the aggregate amount to be awarded in respect of any 
·vessel, radio station, or patent is awarded in respect of two or 
more claims, such amount shall be apportioned among such 

' claims by the arbiter as he determines to be just and equitable 
and as the interests of the claimants may appear. 

"(s) The Secretary of the Treasury, upon the certification of 
any of the tentative awards made under subsection (d) of this 
section and the recommendation of the arbiter, may make such 
pro rata payments in respect of such tentative awards as be 
deems advisable, but the aggregate of such payments shall not 
exceed $25,000,000. 

GERMAN SPECIAL DEPOSIT ACCOUNT 

" SEC. 4. (a) There is hereby created in the Treasury a Ger­
man special deposit account, into which shall be deposited all 
funds hereinafter specified and from which shall be disbursed 
all payments authorized by section 2 or 3, including the expenses 
of administration authorized under subsections (c) and (m) of 
section 3 and subsection (e) of this section. 

"(b) The Secretary of the Treasury is authorized and di­
rected to deposit in such special deposit account-

" (1) All sums invested or transferred by the Alien Property 
Custodian, under the provisions of section 25 of the trading with 
the enemy act, as amended ; 

"(2) The ·amounts appropriated under the authority of sec­
tion 3 (relating to claims of German nationals) ; and 

"(3) All money (including the proceeds of any property, 
rights, or benefits which may be sold or otherwise disposed of, 
upon such terms as he may prescribe) received, whether before 
or after the enactment of this act, by the United States in 
respect of claims of the United States agaisnt Germany on 
account of the awards of the Mixed Claims Commission. 

" (c) The Secretary of the Treasury is authorized and directed, 
out of the funds in such special deposit account, subject to the 
proviRions of subsection (d), and in the following order of 
priority-

" (1) To make the payments of expenses of administration 
authorized by subsections (c) and (m) of section 3 or subsection 
(e) of this section ; 

"(2) To make so much of each payment authorized by sub­
section (b) of section 2 (relating to a wards of the 1\lbred 
Claims Commission), as is attributable to an award on account 
of death or personal injury, together with interest thereon as 
provided in subsection (c) of section 2; 

"(3) To make each payment authorized by subsection (b) 
of section 2 (relating to awards of the Mixed Claims Commis­
sion), if the amount thereof is not payable under paragraph (2) 
of this subsection and does not exceed $100,000, and to pay 
interest thereon as provided in subsection (c) of section 2; 

" ( 4) To pay the amount of $100,000 in respect of each pay­
ment authorized by subsection (b) of section 2 (relating to 
awards of the Mixed Claims Commission), if the amount of 
such authorized payment is in excess of $100,000 and is not 
payable in full under paragraph (2) of this subsection. No 
person shall be paid under this paragraph and paragraph (3) 
an amount in excess of $100,000 (exclusive of interest beginning 
January l, 1928), irrespective of the number of awards made 
on behalf of such person ; 

"(5) To make additional payments authorized by subsection 
(b) of section 2 (relating to_ awards of the Mixed Claims Com­
mission), in such amounts as will make the aggregate pay­
ments (authorized by such subsection) under this paragraph 
and paragraphs (2), (3), and ( 4) of this subsection equal to 
80 per cent of the aggregate amount of all payments authorized 
by subsection (b) of section 2. Payments under this paragraph 
shall be prorated on the basis of the amount of the respective 
payments authorized by subsection (b) of section 2 and remain­
ing unpaid. Pending the completion of the work of the Mixed 
Claims Commissio'n, the Secretary of the Treasury is authorized 
to pay such installments of the payments authorized by this 
paragraph as he determines to be consistent with prompt pay­
ment under this paragraph to all persons on behalf of whom 
claims have been presented to the commission ; 

" ( 6) To pay amounts determined by the Secretary of the 
Treasury to be payable in respect of the tentative awards of the 
arbiter, in accordance with the provisions of subsection ( s) of 
section 3 (relating to awards for ships, patents, and radio 
stations) ; 

"(7) To pay to German nationals such amounts as will make 
the aggregate payments ~qual to 50 per cent of the amouuts 
awarded under section 3 (on accouri.t of ships, patents, and radio 
stations). Payments authorized by this paragraph or para­
graphs (6) may, to the extent of funds available under the pro­
visions of subsection (d) of this section, be made whether or 
not the payments under paragraphs (1) to (5), inclusive, of 
this subsection have been completed; 

"(8) To pay accrued i,nterest upon tbe participating certifi­
cates evidencing the amounts invested by the Alien Property 
Custodian under subsedion (a) of section 25 of the trading 
with the enemy act, as amended (relating to the investment of 
20 per cent of German property tempora1ily withheld); 
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"(9) To pay the accrued interest payable under subsection 

(c) of section 2 (in respect of awards of the Mixed Claims Com­
mission) and subsection (h) of section 3 (in respect of awards 
to German nationals} ; 

"(10) To make such payments as are necessary (A) to repay 
the amounts invested by the Alien Property Custodian under 
subsection {a) of section 25 of the trading with the enemy act, 
as amended {relating to the investment of 20 per cent of German 
property temporarily withheld), {B) to pay amounts equal to 
the difference between the aggregate payments (in respect of 
claims of German nationals) authorized by subsections (g) and 
(h) of section 3 and the amounts previously paid in respect 
thereof, and (C) to pay amounts equal to the difference between 
the aggregate payments (in respect of awards of the Mixed 
Claims Commission) authorized by subsections (b) and (c) of 
section 2, and the amounts previously paid in respect thereof. 
If funds available are not sufficient to make the total payments 
authorized by this paragraph, the amount of payments made 
from time to time shalL be apportioned among the payments 
authorized under clauses (A), (B), and (C) according to the 
aggregate amount remaining unpaid under each clause; 

"(11) To make such payments as are necessary to repay the 
amounts invested by the Alien Property Custodian under sub­
section (b) of section 25 of the trading with the enemy act, as 
amen<led (relating to the investment of the unallocated inter­
est fund) ; but the amount payable under this paragraph shall 
not exceed the aggregate amount allocated to the trusts de­
scribed in subsection (c) of section 26 of such act ; 
· " ( 12) To pay into· the Treasury as miscellaneous receipts the 

amount of the awards of the Mixed Claims Commission to the 
United States on its own behalf on account of claims of the 
United States against Germany; and 
• "(13) To pay into the Treasury as miscellaneous receipts any 

funds remaining in the German special deposit account after 
the payments authorized by paragraphs (1) to {12) have been 
completed. 

" (d) Fifty per cent of the amounts appropriated under the 
authorUy of section 3 (relating to claims of German nationals) 
shall be available for payments under paragraphs (6) and (7) 
of subsection (c) of this section (relating to such claims) and 
shall be available only for such payments until such time .as the 
p_ayments authorized by such paragraphs have been completed. 

· " (e) The Secretary of the Treasury is authorized to pay, 
from funds in the German special deposit account, such amounts, 
not in excess of $25,000 per annum, as may be necessary for the 
payment of the expenses in carrying out the provisions of this 
section and section 25 of the trading with the enemy ad, as 
amended (relating to the investment of funds by the Alien 
Property Custodian), including personal ~ervices at the seat of 
government. 

· "(f) The Secretary of the Treasury is authorized to invest 
and reinvest, from time to time, in bonds, notes, or certificates 
of indebtedness of the United States any of the funds in the 
German special dep·osit account, and to deposit to the credit of 
such account the interest or other ea.rnings thereon. 

"(g) There shall be deducted from the amounts first payable 
under this section to any American national in respect of any 
debt the amount, if any, paid by the Alien Property Custodian 
in respect of such debt which was not credited by the Mixed 
Claims Commission in making its award. 
CLAIMS OF UNITED STATES AND ITS NATIONALS AGAINST AUSTRlA AND 

HU~GARY 

"SEc. 5. (a) The Commissioner of the Tripartite Claims Com-
mission (hereinafter referred to as the "commissioner") 

.selected in pursuance of the agreement of November 26, 1924, 
between the United States and Austria and Hungary shall, 
from time to time, certify to the Secretary o:f the Treasury the 
judgments and interlocutory judgments (hereinafter referred 
to as "awards") of the commissioner. 

"(b) The Secretary of the Tr~asury is authorized and di­
rected to pay (1) in the case of any such judgment, an amount 
equal to the principal thereof, plus the interest thereon in 
accordance with such judgment, and (2} in the case of any such 
interlocutory judgment, an amount equal to the principal 
thereof (converted at the rate of exchange specified in the cer­
tificate of the commissioner provided for in section 7), plus the 
interest thereon in accordance "vith such certificate. 

"{c) The payments authorized by subsection {b) shall be 
made in accordance with such regulations as the Secretary of 
the Treasury may prescribe, but only out of the special deposit 
account {Austrian or Hungal.'ian, as the case may be), created 
by section 7, and within the limitations hereinafter prescribed. 

" (d) Thete shall be deducted from the amount of each pay­
ment, as reimbursement for expenses incmTed by the United 
,States in respect thereof, an amount equal to one-half of 1 per 

cent thereof. The am01mt so deducted shall be deposited in the 
Treasury as miscellaneous receipts. 

"(e) The amounts awarded to the United States in respect ot 
claims of the United States on its own behalf shall be payable 
under this section. 

"(f) No payment shall be made under this section (other than 
payments to the United States in respect of claims of the 
United States on its own behalf) unless application therefor is 
made \'\'ithin two years after the date of the enactment of this 
act in accordance with such regulations as the Secretary of the 
Treasury may prescribe. Payment shall be made only to the per­
son on behalf of whom the award was made except in the cases 
specified in paragraphs (1) to ( 4) of subsection (g) of sec­
tion 2. 

" (g) Any person who makes application for payment under 
this section shall be held to have consented to all the provisions 
of this act. 

CLAIMS OF AUSTlHAN AND HUNGABIAN NATIONALS AGAI~ST THE UNITED 

STATES 

"SEC. 6. (a) It shall be the duty of the arbiter, within the 
limitations hereinafter pre cribed, to hear the claims of any 
Austrian or Hungarian national (as hereinafter defined) and to 
detocmine the compensation to be paid by the United States, in 
respect of-

"(1) Any patent (or any right therein or claim thereto, and 
including an application therefor and any patent issued pursuant 

·to any such application) which was licensed, assigned, OI' sold 
by the Alien Property Custodian to the United States. Such 
compensation shall be the amount, as nearly as may be deter­
mined, which would have been paid if such patent, right, claim, . 
or application had been licensed, assigned, or sold to the United 
States by a citizen of the United States, except that there shall 
be deducted from such amount any consideration paid therefor 
by the United States (other than consideration which is re­
turned to the United States under section 27 of the trading with 
the enemy act, as amended). 

"(2) The use by or for the United States of any invention 
described in and covered by any patent (including an applica­
tion therefor and any patent i~ued pursuant to any such appli­
cation) which was conveyed, transferred, or assigned to, or 
seized by the Alien Property Custodian, but not including any 
use during any pe1iod between December 7, 1917, and November 
3, 1918, both dates inclusive, or on or after the date on which 
such patent was licensed, assigned, or sold by the Alien Property 
Cu todian. In determining such compensation, any defense, 
general or special available to a defendant in an action fol' in­
fringement or in any suit in equity !or relief against an alleged 
infii.ngement, shall be available to the United States. 

" (b) The proceedings of the arbiter under this section shall be 
conducted in accordance with such rules of procedure as he 
may prescribe. The arbiter, or any referee designated by him, 
is authoiized to administer oaths, to hold hearings at such 
places within or without the United States as the arbiter deems 
necessary, and to contract for the reporting of such hearings. 
Any witness appearing for the United States before the arbiter 
or any such referee at any place within or without the United 
States may be paid the same :fees and mileage as witnesses in 
<!ourts of the United States. Such payments may be maue in 
advance, and may be made in the first instance out of the Ger­
man special deposit account, subject to reimbursement from the 
special deposit account (Austrian or Hungarian as the case may 
be) hereinafter provided for. 

"(c) The·arbiter shall, upon the determination by him of the · 
fair compensation in respect of all such patents, make a tenta­
tive award to each claimant of the fair compensation to be paid 
in respect of his claim, including simple interest, at the rate of 
5 per cent per annum, on the amount of such compensation from 
July 2, 1921, to December 31, 1928, both dates inclusive. 

" (d) The total amount to be awarded under this section shall 
not exceed $1,000,000, minus the sum of (1) the expenditures in 
carrying out the provisions of this section (including a reason­
able estimate for sucb. expenditures to be incurred prior to the 
expiration of the term of office of the arbiter) and (2) the ag­
gregate consideration paid by the United States in respect of 
the use, license, assignment, and sale of such patents (other 
than consideration which is returned to the United States under 
section 27 of the trading with the enemy act, as amended) . 

"(e) If the aggregate amount of the tentative awards exceeds 
the amount which may be awarded under subsection (d), tbe 
arbiter shall reduce pro rata the amount of each tentative 
award. The arbiter shall enter an award of the amount to be 
paid each claimant, and thereupon shall certify such awards to 
the Secretary of the Treasury, 

H(f) The Secretary of the Treasm·y is authorized and 
d:!reeted to pay the amount of the a wards certified under sub-
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section (e), together with simple interest thereon, at the rate 
of 5 per cent per annum, beginning Janua~y 1, 1929, until paid. 

"(g) The payments authorized by subsection (f) shall be 
made in accordance with such regulations as the Secretary of 
the Treasury may prescribe, but only out of the special deposit 
account (Austrian or Hungarian, as the case may be), ereated 
by section 7, and within the limitations hereinafter prescribed. 

"(b) No payment shall be made under this section unless 
application therefor is made, within two years after the date 
the award is certified, in accordance with such regulations as 
the Secretary of the Treasury may prescribe. Payment of any 
amount in respect of any award may be made, in the discretion 
of the Secretary of the Treasury, either in the United States 
.or in Austria or in Hungary, and either in money of the 
United States or in lawful Austrian or Hungarian money (as 
the case may be), and shall be made only to the person on 
behalf of whom the award was made, except in the cases speci­
.fied in paragraphs (1) to (4) of subsection (k) of section 3. 

"(i) 'l'he protisions of subsections (1), (m), and (o) of 
section 3 shall be applicable in carrying out the provisions of 
this section, except that the expenditures in carrying out the 
provisions of section 3 and this section shall be allocated (as 
nearly as may be) by the arbiter and paid, in accordance with 
such allocation, out of the German special deposit account cre­
ated by section 4 or the special deposit account (Austrian or 
Hungarian, as the case may be) created by section 7. Such 
payments may be made in the first instance out of the German 
special deposit account, subject to reimbursement from the 
Austrian or the Hungarian special deposit account in appro­
priate cases. 

"(j) There is hereby authorized to be appropriated, to re­
main available until expended, such amount, not in excess of 
$1,000,000, as may be necessary for carrying out the provisions 

. of this section. 
"(k) The provisions of this section shall constitute the ex­

clusive method for the presentation and payment of claims 
arising out of any of the acts by or on behalf of the United 
States for which this section provides a remedy. Any person 
who files any claim or makes application for any payment under 
this sectiou shall be held to have consented to all the provisions 
of this · act. 

"(l) If the aggregate amount to be awarded in respect of 
1 any patent is awarded in respect of two or mo1·e claims, such 
amount shall be apportioned among such claims by the arbiter 
as he determines to be just and equitable and as the interests 
9f the claimants may appear. 

.AUSTRIAN .AND HUNGARI.A~ SPECIAT, DEPOSIT ACCOUNTS 

"SEC. 7. {a) There are hereby created in the Trea ury an 
Austrian special deposit account and an Hungarian special de­
posit account, into which, respectively, shall be deposited all 
funds. hereinafter specified and from which, respectively, shall 
ba disbursed all payments and -expenditures authorized by 
section 5 or 6 or this section. 

"(b) The Secretary of the Treasury is authorized and di­
rected to deposit in the Austrian or the Hungarian special 
deposit account, as the case may be-

"(1) The respective amounts appropriated under the author­
ity of section 6 (patent claims of Austrian and Hungarian 
nationals) ; 

".(2) The respective sums transferred by the Alien Property 
Custodian, under the provisions of subsection (g) of section 25 
of the trading with the enemy act, as amended (property of 

, Austrian and Hungarian Governments) ; 
"(3) All money (including the proceeds of any property, 

· rights, or benefits which may be sold or otherwise disposed of, 
upon such terms as he may prescribe) received, whether before 
or after the enactment of this act, by the United States in 
~spect of claims of the United States against Austria or Htm­
gary, as the case may be, on account of awards of the 
commissioner. 

" (c) The Secretary of the Treasury is authorized and di­
rected, out of the funds in the Austrian or the Hungarian 
special deposit account, as the case may be, subject to the 
provisions of subsections (d) and (e)-

"(1) To make the payments of expenses of administration 
authorized by section 6 or this section; -

"(2) To make the payments authorized by subsection (b) of 
section 5 (relating to awards of the Tripartite Claims Com-
mission) ; and . 

"(3) To make the payments o:t the awards of the arbiter, 
together with interest thereon, as provided by section 6 (telat­

.ing to claims of Austrian and Hungarian nationals). 
"(d) No payment shall be made in respect of any award of 

·the commissioner against Austria or ()f the ~r~ite~ on beh~lf of 

an Austrian national, nor shall any money or other property be 
returned under paragraph ( 15) , ( 17), ( 18), or ( 19) of "'ub­
section (b) of sec.1ion 9 of the trading with the enemy act, as 
amended (relating to the return of money and other property 
by the Alien Property Custodian to Austrian nationals), prior 
to the date upon which the commissioner certifies to the Secre­
tary of the Treasury-

" (1) That the amounts deposited in the Austrian special 
deposit account under paragraph (2) of subsection (b) of this 
section (in respect of property of the Am:trian Government or 
property of a corporation all the stock of which was owned by 
the Ausbian Government) and under paragraph (3) of sub ec­
tion (b) of this section (in respect of money received by the 
United States in respect of claims of the United States against 
Austria on account of awards of the commissioner) are suffi­
cient to make the payments autlwrized by subsection (b) of 
section 5 in respect of awards against Austria; and 

"(2) In respect of interlocutory judgments entered by the 
commissioner, the rate of exchange at which such interlocutory 
judgments shall be converted into money of the United States 
and the rate of interest applicable to such judgments and the 
period during which such interest shall run. The commissioner 
is authorized and reque ted to fix such rate of exchange and 
iriterest as he may determine to be fair and equitable, and to 
give notice thereof, within 30 days after the enactment of this 
act. 

"(e) No payment shall be made in respect of any award of 
the commissioner against Hungary or of the arbiter on behalf 
of an Hungarian national, nor shall any money or other prop­
erty be returned under paragraph (15), (20), (21), or (22) of 
subsection (b) of section 9 of the trading with the enemy act. 
as amended by this act (relating to the return of money and 
other property by the Alien Property Custodian to Hungarian 
nationals), prior to the date upon which the commissioner certi­
fies to the Secretary of the Treasury-

"(!) That the amounts deposited in the Hungarian special 
deposit account under paragraph (2) of subsection (b) of this 
section (in respect of property qt the Hungarian Government or 
property of a corporation all the tock of which was owned by 
the Hungarian Government) and under paragraph (3) of sub· 
section (b) of this section (in respect of money received by the 
United States in respect of claims of the United States against 
Hungary on account of awards of the commissioner), are suffi­
cient to make the payment..-,; authorized by subsection (b) of 
section 5 in respect of awards against Hungary; and 

"(2) In respect of interlocutory judgments entered by the 
commissioner, the rate of exchange at which such interlocutory 
judgments shall be converted into money of the United States 
and the rate of interest applicable to such judgments and the 
period during which such interest shall run. The commissioner 
is authorized and requested to fix such rate of exchange and 
interest as he may determine to be fair and equitable, and to 
give notice thereof, within 30 days after the enactment of this 
act. 

" (f) Amounts u vailable uncler subsection (e) of section 4 
(relating to payment of expense of administration) shall be 
available for the payment of expenses in carrying out the provi­
sions of this section, including personal senices at the seat of 
Government. . • 

"(g) The Secretary of the Treasury is authorized to invest 
and rein\e t, from time to time, in bonds, notes, or ce~.'tificates 
of indebtedne. s of the United States, any of the funds in the 
Austrian or the Hungarian special deposit account, and to de. 
posit to the credit of such account the interest or other earnings 
thereon. 

"(h) There shall be deducted from the amounts first payable 
under this sectio-n to any American national in respect of any 
debt the amount, if any, paid by the Alien Property Custodian 
in respect of such debt which was not credited by the commis­
sioner in making his award. 

"{i) The payments of the awards of the commissioner to the 
United States on its own behalf, on account of claims of the 
United States against Austria or Hungary, shall be paid into 
the Treasury as miscellaneous receipts. 

"(j) Any amount remaining in the Austrian or the Htm­
garian special deposit account after all the payments author­
ized to be made therefrom have been completed shall be dis-­
posed of as follows : 

"(1) There shall first be paid into the Treasury as miscella­
neous receipts the respective amount, if any, by which the ap­
propriations made under the authority of section 6 and deposited 
in such special deposit account exceed the payments autho-rized 
by such section ; and 

~'(2) The remainder shall be refunded to Austria or Hungary, 
as their respective interests may appear. 
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FlXALI'IY OF DECISIO,_S 

"SEC. 8. (a)~otwithstauding the provisions of section 236 of 
the Revised Statutes, as amended, the decisions of the Secre­
t ary of the Treasury in respect of the funds to be paid into the 
German, the Austrian, or the Hungarian special deposit account 
und of the payments therefrom shall be final and conclusive 
and shall not be subject to renew by any other officer of the 
United States, except that payments made under authority of 
ubsection {c) or (m) of section 3 or subsection (e) of section 

4 or subsection (f) of section 7 (relating to el..-penses of ad­
ministration) shall be accounted for and settled without regard 
to the provisions of this subsection. 

" (b) The Secretary of the Treasury, in his annual report to 
the Congress, shall include a detailed statement of all expendi­
ture made in carrying out the provisions of this act 

EXCESSIVE FEES PROIDBITED 

"SEc. 9. (a) The arbiter, the Commissioner of the l\Iixed 
Claims Commission appointed by the United States, and the 
Commissioner of the Tripartite Claims Commission, re pectively, 
are authorized (upon request as hereinafter provided) to fix 
reasonable fees (whether or not fixed under any contract or 
agreement) for services in connection with the proceedings 
before the arbiter and the Mixed Claims Commission and the 
'.rripartite Claims Commission, respectively, and with the prepa­
rations therefor, and the application for payment, and the 
payment, of any amount under section 2, 3, 5, or 6. Each such 
official is authorized and requested to mail to each claimant in 
proceedings before him or the commission, as the case may be, 
notice (in English, German, or Hungarian) of the provisions 
of this section. No fee shall be fixed under this subsection 
unless written request therefor is filed with such official before 
the expiration of 90 days after the date of mailing of such notice. 
In the case· of nationals of Germany, Austria, and Hungary, 
such notice may be mailed to, and the written request may be 
filed by, the duly accredited diplomatic representative of such 
nation. 

" (b) After a fee has been fixed under snbseGtion (a) , any 
person accepting any consideration (whether or not under a 
contract or ag1·eement entered into prior to the enactment of 
this act), the aggregate value of which (when added to any 
consideration previously received) is in excess of the amount 
o fixed, for services in connection with the proceedings before 

the arbiter or Mixed Claims Commission or Tripartite Claims 
Commission, or any preparations therefor, or with the applica­
tion for payment, or the payment, of any amount under section 
2, 3, 5, or 6, shall, upon conviction thereof, be punished by a 
fine of not more than four times the aggregate value of the 
consideration accepted by such person therefor. 

"(c) Section 20 of the trading with the enemy act, as 
amended, is amended by inserting after the word ' attorney' 
wherever it appears 1n such section the words 'at law or in 
fact.' 

I~STME~T OF FUNDS ;ay ALIEN PROPERTY CUSTODIA:N 

" SEc. 10. The trading with the enemy act, as amended, is 
amended by adding thereto the followirig new section : 

"'SEC. 25. (a) (1) The Alien Property Custodian is author­
ized and directed to invest, from time to time upon the request 
of the Secretary of the Treasury, out of the funds held by the 
Alien Property Custodian or by the Treasurer of . the United 
States for the Alien Property Custodian, an amount not to ex­
ceed $40,000,000 in the aggregate, in one or more participating 
certiftcates issued by the Secretary of the Treasury in accord­
ance with the provisions of this section. 

"' (2) When in the case of any trust written consent under 
subsection (m) of section 9 has been filed, an amount equal to 
the portion of such trust the return of which is temporarily 
postponed under such subsection shall be credited against the 
investment made under paragraph ( 1) of this subsection. If 
the total amount so credited is in excess of the amount invested 
under paragraph (1) of this subsection, the excess shall be 
invested by the Alien Property Custodian in accordance with 
the provisions of this subsection, without regard to the $40,-
000,000 limitation in paragraph (1). If the amount invested 
under paragraph (1) of this subsection is in excess of the total 
amount so credited, such excess shall, from time to time on 
request of the Alien Property Custodian, be paid to him out of 
the funds in the German special-deposit account created by 
section 4 of the settlement of war claims act of 1928, and such 
payments shall have priority over any payments therefrom 
other than the payments under paragraph (1) of subsection (c) 
of such section (relating to expenses of administration). 

" '(b) The Alien Property Custodian is authorized and di­
rected to invest, in one or more participating certificates issued 
by the Secretary of the Treasury, out of tlle unallocated in­
terest fund, as defined in section 28-

"l(l) The sum of $25,000,000. If, after the allocation tmdel' 
section 26 has been made, the amount of the unallocated inter­
est fund allocated tO the trusts described in subsection (c) of 
such section is found to be in ex-cess of $~5,000,000, such excess 
shall be invested by the Alien Property Custodian in accordance 
with the p1·ovisions of this subsection. If the amount so allo­
cated is found to be less than $25,000,000, any participating 
certificate or certificates that have been issued shall be cor­
rected accordingly ; and 

"'(2) The balance of such unallocated intere t fund remain­
ing after the investment provided for in parag1·aph ( 1) and 
the payment of allocated earnings in accordance with the pro­
visions of subsection (b) of section 26 have been made. 

"'(c) If the amount of such unallocated interest fund, re­
maining after the investment required by paragraph (1) of 
subsection (b) of this section has been made, is in ufficient to 
pay the allocated earnings in accordance with subsection (b) 
of section 26, then the amount necessary to make up the de­
ficiency shall be paid out of the funds in the German special 
deposit account created by section 4 of the settlement of war 
claims act of 1928, and such payment shall have priority over 
any payments therefrom other than the payments under para­
graph (1) of subsection (c) of such section (relating to ex­
penses of administration) and the payments under pa1·agrapll 
(2) of subsection (a) of this section. 

"' (d) The Alien P1·operty Custodian is authorized and di­
rected (after the payment of debts under section 9) to trans­
fer to the Secretary of the Treasury, for deposit in such special 
depo it account, all money and the proceeds of all property, in­
cluding all income, dividends, interest, annuities, and earnings 
accumulated in respect thereof, owned by the German G<rrern­
ment o1· any member of the former ruling family. All money 
and other prope1·ty shall be held to be owned by the German 
Government ( 1) if no claim thereto has been :filed with tho 
Alien Property Custodian pl'ior to the expiration of one year 
from the date of the enactment of the settlement of war claims 
act of 1928, or (2) if any claim has been filed before the expira­
tion of such period (whether before or after the enactment of 
such act), then if the ownership ther~f under any such claim 
is not established by a decision of the Alien Property Custodian 
or by suit in court instituted, under section 9, within one year 
after the decision of the Alien Property Custodian, or after the 
date of the enactment of the settlement of war claims act of 
1928, whichever date is later. The amounts so transferred 
under this subsection shall be credited upon the final payment 
due the United States from the German Government on account 
of the awards of the Mixed Claims· Commission. 

"'(e) The Secretary of the Treasury is authorized and di­
rected to issue to the Alien Property Custodian, npon such 
terms and conditions and under such regulations as the Sec­
retary of the Treasury may prescribe, one or more participating 
certificates, bearing interest payable annually (as nearly as 
may be) at the rate of 5 per cent per annum, as evidence of the 
investment by the Alien Property Custodian under subsection· 
(a), and one or more noninterest-bearing, participating cer­
tificates, as evidence of the investment by the Alien Property 
Custodian under subsection (b). All such certificates shall 
evidence a p4rticipating interest, in accordance with, and sub­
ject to the priorities of, the provisions of section 4 of tlie settle­
ment of war claims act of 1928, in the funds in the German 
special depo it account created by uch section, except that-

"' (1) The United States shall assume no liability, directly or 
indirectly, for the payment of any such certificate , or of the 
intere. t thereon, except out of funds in such special deposit · 
account available therefor, and all such certificates shall o 
state on their face ; and 

" '(2) Such certificates shall not be transferable, except that 
the Alien Property Custodian may transfer any such .Participat- ' 
ing certificate evidencing the interest of a substantial number 
of the owners of the money invested, to a trustee duly ap­
pointed by such owners. 

" '(f) Any amount of principal or interest paid to the Alien 
Property Custodian in accordance with the provi ions of ub­
section (c) of section 4 of the settlement of war claims act of 
1928 shall be allocated pro rata among the persons filing writ­
ten consents under sub~ection (m) of section 9 of this act, 
and the amounts so allocated shall be paid to such persons. If 
any person to whom any amount is payable uncler this subseC­
tion has died (or if, in the case of a partnership, association, 
or other unincorporated body of individuals, or a corporation, 
~ts existence bas terminated) ., payment shall be made to the 
persons determined by the Alien Property Custodian to be 
entitled thereto. 

"'(g) The Alien Property Custodian is authorized and di­
rected (after the payment of debts under section 9) to transfer · 
to the Secretary of the Treasury, for depo it in the special 
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deposit account (Austrian or Hungarian, as the case may be), 
created by section 7 of the settlement of war claims act of 
1928 all money and the proceeds of all property, including all 
income, diYidends, interest, annuities, and earnings accumulated 
in re pect thereof, owned by the Austrian Government or any 
corporation all the stock of which was owned by or on behalf of 
the Austrian Go\ernment (including the property of the Impe­
l'ial Royal Tobacco 1\ronopoly, also known under the name ot 
K. K. Oesterreichische Tabak Regie), or owned by the Hun­
garian Government or by any corporation all the stock of which 
was 0\1"'led by or on behalf of the Hungarian Go\ernment.' 
REl'URX TO NATIO::'fALS OF GERMANY, AUSTRIA, AND HUNGARY OF PROPERTY 

HELD BY ALIEN PROPERTY CUSTODIAN 

" SEc. 11. Subsection (b) of section 9 of the trading with 
the enemy act, as amend9d, is amended by striking out the punc­
tuation at the end of paragraph {11) and inserting in lieu 
thereof a semicolon and the word " or " and inserting after para­
graph ( 11) the following new paragraphs : 

"' (12) A partnership, association, or other unincorporated 
body of individuals, or a corporation, and was entirely owned at 
such time by subjects or citizens of nations, States, or free 
cities other than Austria or Hungary or Austria-Hungary and 
is so owned at the time of the return of its money or other 
property, and has filed the written consent provided for in sub­
section ( m) ; or 

"' (13) A partnership, association, or other unincorporated 
body of individuals, having its principal place of business at 
such time within any country other than Austria, Hungary, or 
Austria-Hungat·y, or a corporation organized or incorporated 
within any country other than Austria, Hungary, or Austria­
Hungary, and that the written consent provided for in subsec­
tion ( m) has been filed ; or 

"'{14) Any individual who at such time was a citizen or 
subject of Germany or who at the time of the return of any 
money or other property is a citizen or subject of Germany or 
is not a citizen or subject of any nation, State, or free city, and 
that the written consent provided for in subsection (m) has 
been filed ; or 

"'(15) The Austro-Hungarian Bank, except that the money 
or ot11er property thereof shall lJe returned only to the liqui­
dator~ thereof; or 

" ' ( 16) An individual. partnership, association, or other unin­
corporated body of individuals, or a corporation, and that the 
written consent provided for in subsection (m) has been filed, 
and that no suit or proceeding against the United States or any 
agency thereof i pending in respect of such return, and that 
such individual has filed a written wai•er renouncing on behalf­
of himself. his heirs. successors, and assigns any claim based 
upon the fact that at the time of such return he was in fact 
entitled to such return under any other provision of this act ; or 

" ' ( 17) A partnership, association, or- other unincorporated 
body of individuals, or a corporation, and was entirely owned 
at such time by citizens of Austria and is so owned at the time 
of the return of it~'< money or other property; or 

"'(18) A partner:hip, association, or other unincorporated 
body of indhiduals, having its principal place of business at 
such timE· within Austria, or a corporation organized or incor­
porate(] within Austria ; or 

"'(HI) .An individual who at such time was a citizen of 
Austria or who at the time of the return of any money or other 
property is a citizen of Austria ; or 

"'(20) A partnership, association, or other unincorporated 
body of individuals, or a corporation, and was entirely owned 
at sueh time by citizens of Hungary and is so owned at the time 
of the return of its money or other property ; or 

"'(21) A partnership, association, or other unincorporated 
body of individuals. having its principal place of business at 
such time within Hungary, or a cooperation organized or incor­
porated within Hungary; or 

"'(22) An indiYidual who at such time was a citizen of 
Hungary or who, at the time of the return of any money or 
other property, is a citizen of Hungary;-' 

"SEc. 12. (a) Subsection (d) of section 9 of the trading with 
the enemy act, as amended, is amended to read as follows: 

"'(d) Whenever an individual, deceased. would have been 
entitled. if living, to the return of any money or other property 
without filing the written consent provided for in subsection 
(m), then his legal representative may proceed for the return 
of such money or other property in the same manner as such 
individual might proceed if living, and such money or other 
prop~rty may be returned to such legal representative without 
requiring the appointment of an administrator, or an ancillary 
admini~trator, by a court in the United States, or to any such 
ancillary administrator, for distribution directly to the persons 
entitled thereto. Re-turn in accordance with the provisions of 

this sub..,ection may be made in any case where an application 
or court proceeding by any legal representative, under the pro­
Y'isions of this subsection before its amendment by the settle­
ment of war claim.., act of 1928, is pending and undetermined 
at the time of the enactment of such act. All bonds or other 
security given under the provisions of this subsection before 
such ame-ndment sha U be canceled or released and all sureties 
thereon discharged.' 

"(b) Subsection (e) of section 9 of the trading with the 
enemy act, as amended, is amended by striking out the period 
at the end thereof and inserting a semicolon and the following: 
' nor shall a debt be allowed under this section unless notice 
of tlle claim has been filed, or application therefor has been 
made, prior to the date of the enactment of the settlement of 
war claims act of 1928.' 

•'(c) Subsection (g) of section 9 of the trading with the 
enemy act, as amended, is amended to read as follows: 

"'(g) Whenever an individual, dece-ased, would have been 
entitled, if liYing, to the return of any money or other property 
upon filing the written consent provided for in subsection (m), 
then his legal representati\e may proceed for the return of such 
money or other property in the same manner as such indi­
vidual might proceed if living, and such money or other pro:p­
erty may be returned, upon filing the written consent provided 
for in subsection ( m), to such legal representative without 
requiring the appointment of an administrator, or an ancillary 
administrator, by a court in the United States, or to any such 
ancillary administrator, for distribution to tlle persons entitled 
thereto. This subsection shall not be construed as extinguish­
ing or diminishing any right which any citizen of the United 
States may have had under this subsection prior to its amend­
ment bY the settlement of war claims act of 1928 to receive in 
full his· interest in the property of any individual dying befora 
such amendment.' 

"SEc. 13. Subsections (j) and (k) of section 9 of the trading 
with the enemy act, as amended, are amended so as to compri8e 
three subsections, to read a follows: 

"' (j) The Alien Property Custodian is authorized and di­
rected to return to the person entitled thereto, whether or not an 
enemy or ally of enemy and regardless of the value, any patent, 
trade-mark, print, labe-l, copyright, or right therein or claim 
thereto, which was conveyed, transferred, assigned, or deli\ered 
to the Alien Property Custodian, or seized by him, and which 
has not been sold, licensed, or otherwise disposed of under the 
provisions of this act, and to return any such patent, trade­
mark, print, label, copyright, or right therein or claim thereto, 
which has been licensed, except that any patent, trade-mark. 
print, label, copyright, or right therein or claim thereto, which 
is returned by the Alien Property Custodian and which has been 
licensed, or in respect of which any contract has been entered 
into, or which is subject to any lien or encumbrance, shall be 
returned subject to the license, contract, lien, or encumbrance. 

"'(k) Except as provided in section 27, paragraphs (12) to 
(22), both inclusive, of subsection (b) of this section shall apply 
to the proceeds received from the sale, license, or other dispo­
sition of any patent. trade-mark, print, label, copyright~ or right 
therein or claim thereto, conveyed, transferred, assigned, or 
delivered to the Alien Property Custodian, or seized by him. 

"'(l) This section shall apply to royalties paid to the Alien 
Property Custodian, in accordance with a judgment or decree in 
a suit brought under subsection (f) of section 10; but shall not 
apply to any other money paid to the Alien Property Custodian 
under section 10.' 

"SEC. 14. Section 9 of the trading with the enemy act, as 
amended, is amended by adding at the end thereof the following 
new subsections : 

"' (m) No money or other property shall be returned under 
paragraphs (12), (13), (14), or (16) of subsection (b) or under 
subsection (g) or ( n) or (to the extent therein provided) under 
subsection (p), unless the person entitled thereto files a written 
consent to a postponement of the return of an amount equal to 
20 per cent of the aggregate value of such money or other prop­
erty (at the time, as nearly as may be, of the return), as dete-r­
mined by the Alien Property Custodian, and the investment of 
such amount in accordance with the provisions of section 25. 
Such amount shall be deducted from the money to be returned 
to such person, so far as possible, and the balance shall be 
deducted from the proceeds of the- sale of so much of the 
property as may be necessary, unless such person pays the 
balance to the Allen Property Custodian, except that no prop­
erty shall be so sold prior to the expiration of six years from 
tl1e date of the enactment of the settlement of war claims act 
of 1928 without the consent of the per ·on entitled thereto. The 
amotmts so deducted shall ·be returned to the persons entitled 
thereto as provided in subsection (f) of section 25. The sale of 
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any such property sJia1I be made in accord.anee with the pro­
visions of section 12, exc~pt tba t the provisions of such section 
relating to sales or resales to, or for the benefit of, citizens of 
the United States shall not be applicable. If · such aggregate 
'\'alue of the money or other property to be returned under para­
graphs (12), (13), (14), or (16) of subsection (b) or under 
subsection (g) is less than $2,000, then the written consent 
shall not be required and the money or other property hall be 
returned in full without the temp<lrary retention and .investment 
of 20 per ·cent thereof. 

"' (n) In the case of property consisting of stock oc othet' 
interest in any corporation, association, company, or t-rust, .or 
bonded or other indebtedness thereof, evidenced by certificates 
of stock or by bonds or by other certificates of interest therein 
or indebtedness thereof, or consisting ·Of dividends or interest 
or other accntals thereon, where the right, title, and interest 
in the property (but not the actual certificate or bond or other 
certificate of interest or indebtedness) was conveyed, trans­
ferred, assigned, delivered, or paid to the Alien Property Cu -
todian, or seized by him, if the Pre:'lident determines that the 
owner thereof or of any interest therein has acquired ueb 
ownership by assignment, transfer, or sale of such certificate 
or ·bond or other certificate of interest or indebtedness (it being 
the intent of this subsection that such assignment, tril.Ilsfer, or 
sale shall not be deemed invalid hereunder by reason of such 
conveyance, transfer, as~ignment, delh'ery, or pay:ment to the 
Alien Property Custodian or seizure by him), and that the 
written consent provided for in subsection (m) ·has been filed, 
then the Pre ident may make in respect of such property an 
order of the same character, upon the same conditions, and with 
the same effect, as in cases 1n·ovided for in subsection (b), in­
cluding the benefits of -subsection (c). 

"'(o) The provisions of paragraph (12), (13), (14), (17), 
(18), (19), (20), (21), (>r ·(22) of subsection (b), or of ~ubsec­
tion (m) or (n) of this section, and (except to the extent 
therein provided) the provi. ions of paragraph (16) of subsec­
tion (b), shall not be construed as diminishing or extinguishing · 
any right under any other provision of this act in force im­
mediately prior to the enacbnent of the settlement of war claims 
act of 1928. 

" ' ( p) The Alien Property Custodian shall transfer the money 
or other property in the trust of any partnership, a sociation, 
or other unincorporated body of individual", or corporation, the 
·existence of which has terminated, to trusts in the names of the 
persons (including the German Government and members of 
the former ruling family) "\'\'ho have succeeded to its claim or 
interest; and the provisions of subsection (a) of this section 
relating to the collection of a debt (by order of the President or 
of a court) out of money or other property held by the Alien 
Property Custodian or the Treasurer of the United States shall 
be applicable to the debts of uch successor and any such debt 
.may be collected out of the money or other property in any of 
such trusts if not returnable under subsection (a) of this sec­
tion. Subject to the above provisions as to the collection of 
debts, each such successor (except the German Government and 
-members of the former ruling ·family) may proceed for the re­
turn of the amount so transferred to hi!:!- trust, in the same man­
ner as such partnership, association, or other unincorporated 
body of individuals, or eorpora,tion might proceed if till in 
e.."tistence. If such partnership, association, or other unincor­
iporated body of individual , or corporation, would have been 
entitled to the return of its .money or other property only U})On 
1filing the written consent provided for in subsection (m}, then 
the successor shall be entitled to the return under this subsec­
tion only upon .filing such written consent. 

"' ( q) The return of money ur other property under para­
graph (15), (17), (18), (19), (2()), (21), or (22.) of sub­
section (b) (relating to the return to A1,1Strian and Hungarian 
nationals) shall be subject to the limit~tions imposed by sub­
sections (d) and (e) o.f section 7 of the settlement of war 
claims act of 1928.' 

" SEC. 15. The trading wJth the enemy act, as amended, is 
amended by adding thereto the following new sections : 

"'SEc. 26. (a) .The Alien Property Custodian shall allocate 
among the various trusts the funds in the " unallocated interest 
fund" (as defined in section 28). Such allocation shall be 
!based upon the average rate of earnings ·(determined by the 
Secretary of the Treasury) on the total amounts deposited 
under section ;L2. 

" '(b) The Alien Property Custodian, when the allocation has 
been made, is authorized and· directed to . pay to each person 
entitled, in accordance with a .fin,al decision of a court of the 
United States or of· the District of Columbia, .or of· an opinion 

of the _Attorney General, to the distribution of any portion of 
such unallocated interest £und, the amount allocated to his 
tl'USt,· except as'J}rov:ided in subsection (c) of ·this section. 

"'(c) In the case of persons .entitled, under paragraph (12), 
(13), (14), or (16) of subsection (b) of section 9, to such 

.J.•eturn, and in the case of persons who would be entitled to 
such return thereunder ·if all such money or :property had not 
been returned under puagraph (9) or (10) of such subsection, 

.nnd in the case of persons entitled to such return under sub­
section En) of section 9, an amount equal to the aggregate 
amount ·allocated to their trusts shall be credited against the 
sum of ,$25,000,000 invested in participating certificates under 
paragraph (1) .of subsection (b) of section 25. If the aggre­
gate amount so allocated is in exce ~s of $25,000,000, an amount 
equal to the excess shall be invested ·in the .. mme manner. 
Upon the repayment of any of the amounts o im·ested, unde:r 
the provisions of section 4 of the settlement of war claims act 
of 1928, the amount so repaid ...,hall be distributed pro ram, 

,.unong ~uch per ons, notwithstanding any receipts or releases 
given by them. 

" ' (d) The unallocated interest fund s.ball be available for 
canying out the provisions of this section, including the ex­
penses of making the allocation. 

"'SEC. 27. The Alien Property Custodian ·i'3 authorized and 
directed to return to the United States any con. ideration paid 
1to him by the United States under any licen e, assignment, or 
:-:ale by the Alien Property Custodian to the United State , of 
any patent (or any right therein or claim thereto, -and includ. 
ing an application therefor and any patent i::;sued pur mant to 
any uch ·application). 

" ' SEC. 28. As used in this act, the term " u.nallocated interest 
fund" mean the wn of (1) the earnings and profits accumu­
lated prior to March 4, 1923, and attributalJie to inve tments 
and reinvestments under section 12 by the Secretary of the 
Treasury, plu~ (2) the earnings and profits accumulated on ,or 
after l\!arch 4, 1923, in respect of the earnings and profits re­
ferred to in clause (1) of ibis section. 

" ' SEc. 29. (a) 'Vhere the Alien Property Custodian has made 
demand or requirement for the con\eJ~ance, n·ansfer, a Nsign­
ment, deli\ery, or payment to him of any money or other prop­
erty of any enemy or ally of enemy (whether or not suit or 
proceeding for the enforcement thereof ha been begun and 
whether or not any judgment or decree in respect thereof has 
been made or entered) and where the whole or any part of 
such money or other property would, if conveyed, transferred, 
assigned, delinred, or paid to him, be returnable under any 
p1·ovi. ·ion of this act, the Alien Property Custodian may, in Ws 
discr.etion, and on such terms and conditions as he may pre­
. ·cribe, waive such demand or requirement, or accept in full 
satisfaction of such demand, requirement, judgment, or decree, a 
less amount than that demanded or required by him. · 

"'(b) The Alien Property Custodian shall not make any such 
waiver or compromise except with the appro\"al of the Attorney 
General ; nor (if any part of such money or property would be 
returnable only upon the filing of the written consent required 
by subsection (m) of section 9) unless, after compliance with 
the terms and conditions of such waiver or compromise, the 
Alien Property Custodian or the Treasurer of the United States 
will hold (in respect of such enemy or ally of enemy) for .in­
vestment as provided in section 25, an amount equal -to 20 per 
cent of the sum of (1) the value of the money or other property 
held by the Alien Property ·Custodian or the Treasurer of the 
United States at the time of such waiver or compromise, plus 
(2) the value of the money or other property to which the 
Alien Property Custodian would be entitled under uch demand 
or requirement if the waiver or compromise had not been made. 

"'(c) Where the Alien Property Custodian has made de-mand 
or requirement for the conveyance, transfer, assignment, deliv­
-e.I'Y, or payment to him of any money or other property of any 
enemy or ally of enemy (whether or not suit or proceeding for 
'the enforcement thereof has been beg1.m and whether or not 
any judgment or decree in respect thereof has been made or 
entered) and where the interest or right of such enemy or ally 
of enemy in such money or property has not, prior to the 
enactment of the settlement of war claims act of 1928, ve ted ·in 
enjoyment, the Alien Propel"f:y Oustodian may, in his discretion, 
and on such terms and conditions as he may pre cribe, '\\'Rive 
such demand and requirement, without compliance with the 
requirements of subsection (b) of this section, but only with 
the approval -of the Attorney General. 

"'(d) Nothing in this section shall be construed as requiring 
tbe ·Allen Property Custodian to make any waiver or compro­
,m~ authorized ·by this section, and ·the Alien Property Custo-
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dian may procce<.l in respect of any demand or requiremE-nt 
referred to in subsection (a} or (c) as if this section had not 
been enacted. 

" ' (e) All money or other property received by the Alien Prop­
erty Custodian as a result of any action or proceeding-whether 
begun before or after the enactment of the- settlement of war 
claims act of 1928, and whether or not for the enforcement of a 
demand or requirements as aboYe specified-shall for the pur­
poses of this act be considered as forming a part of the trust 
in respect of which such action or proceeding was brought, and 
hall be subject to return in the same manner and upon the 

same conditions as any other money or property in such trust, 
except as otherwise provided in subsection (b) of thiR section. 

" ' SEC. 30. Any money or other property returnable under 
subsection (b) or (n) of section 9 shall, at any time plior to 
such return, be subject to attachment in accordance with the 
provisions of the code of law for the District of Columbia, as 
amended, relating to attachments in snits at law, and to attach­
ments for the enforcement of judgments at law and decrees in 
equity, but any writ of attachment or garnishment issuing in 
any such suit, or for the enforcement of any judgment or 
decree, shall be served only upon the Alien Property Custodian, 
who shall for the purposes of this section be considered as 
holding credits in favor of the person entitled to such return 
to the extent of the value of the money or other property so 
t·eturnable. Nothing in this section shall be construed as 
authorizing the taking of actual possession, by any officer o:f 
any court, of any money or other vroperty held by the Allen 
Property Custodian or by the Treasurer of the United States. 

" • SEc. 3L As used in this act, the term " member of the 
former ruling family" means (1) any person who was at any 
time between April 6, 1917, and July 2, 1921, the German 
Empero-r or the ruler of any constituent kingdom of the German 
Empire, or (2) the wife or any child of such person.' _ 

rOGITIVES FROM JOSTICII 

" SEC. 16. Section 22 of the trading with the enemy act, as 
amended, is amended to read as follows : 

"'SEC. 22. No person shall be entitled to the return of any 
property or money under any provision of this act, or any 
amendment of this act, who is a fugitive from justice of the 
United States or any State or Territory thereof, or the District 
of Columbia.' -

RETURN 011' INCOllll: 

"SEC.17. Section 23 of the trading with the enemy act, as 
amended, is amended to read as follows: 

" ' SEC. 23. The Alien Property Custodian is directed to pay to 
the person entitled thereto, from and after March 4, 1923, the 
net income (including dividends, interest, annuities, and othe1· 
earnings), accruing and collected thereafter, in respect of any 
money or property held in trust for such person by the Allen 
Property Custodian or by the Treasurer of the United States 
for the account of the Alien Property Custodian, under such 
rules and regulations as the President may prescribe.' 

TAXES 

"SEC.18. Section 24 of the trading with the enemy act, as 
amended, is amended by inserting '(a)' after the section number 
and by adding at the end of such section new subsections to 
read as follows : 

" '(b) In the case of income, war-profits, excess-profits or 
estate taxes imposed by any act of Congress, the amount the~eof 
shall, under regulations prescribed by the Commissioner of 
Internal Revenue with the approval of Secretary of the Treas­
ury, be computed in the same manner (except as hereinafter 
in this section provided) as though the money or other prop­
erty had not been seized by or paid to the Alien Property 
Custodian, and shall be paid, as far as practicable, in accord­
ance with subsection (a) of this section. Pending final deter­
mination of the tax liability the Alien Property ·custodian is 
authoxized to return, in accordance with the provisions of this 
act, money or other property in any trust in such amount.s as 
may be determined, under regulations prescribed by the Com­
missioner of Internal Revenue with the approval of the Secre­
tary of the Treasury, to be consistent with the prompt payment 
of the full amount of the internal-revenue taxes. 

" (c) So much of the net income of a taxpayer for the taxable 
year 1917, or any succeeding taxable year, as represents the 
gain derived from the sale or exchange by the Alien Property 
Custodian of any property conveyed. transferred, assigned, 
delivered, or paid to him, or seized by him, may at the option 
of the taxpaye-r be segregated from the net income and sepa­
rately taxed at the x·ate of 30 per cent. This subsection shall be 
applied and the amount of net income to be so segregated shall 
be determined, under regulations prescribed by the Commissioner 
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of Internal Revenue with the approval of the Secretary of the 
Treasury, as nearly as may be in the same manner as provided 
tn section 208 of the revenue act of 1926 (relating to capital 
net gains), but without regard to the period for which the 
property was held by the Alien Property Custodian before its 
sale or exchange, and whether or not the taxpayer is an indi­
vidual. 

"(d) Any property sold or exchanged by the Alien Property 
Custodian (whether before or after the date of the enactment 
of the settlement of war claims act of 1928) shall be con­
sidered as having been compulsory or involuntarily converted, 
within the meaning of the income, excess-profits, and war-profits 
tax laws and regulations; and the provisions of such laws and 
regulations relating to such a conversion shall (under regula­
tions prescribed by the Commissioner of Internal Revenue \Yith 
the approval of the Secretary of the Treasury) apply in the 
case of the proceeds of such sale or exchange. For the purpose 
of determining whether the proceeds of such conversion have 
been expended within such time as will entitle the taxpayer 
to the benefits of such laws and regulations relating to such a 
conversion, the date of the ret~rn of the proceeds to the per­
son 'entitled thereto shall be considered as the date of the 
conversion. 

"(e) In case of any internal-revenue tax imposed in respect 
of property conveyed, transferred, assigned, delivered, or paid 
to the Alien Property Custodian, or seized by him, and imposed 
in respect of any period (in the taxable year 1917 or any suc· 
ceeding taxable year) during which such property was held by 
him or by the Treasurer of the United States, no interest or 
civil penalty shall be assessed upon, collected from, or paid by 
or on behalf of, the taxpayer; nor shall any interest be credited 
or paid to the taxpayer in respect of any credit or refund al­
lowed or made in respect of such tax. 

"'(f) The benefits of subsections (c), (d), and (e) shall be 
extended to the taxpayer if claim therefor is filed be1!l>re the ex­
piration of the period of limitations properly applicable thereto, 
or before the expiration of six months after the date of the en­
actment of the settlement of war claims act of 1928, whichever 
drte is the later. The benefits of subsection (d) shall also be 
extended to the taxpayer if claim therefor is filed before the ex­
piration of six months after the return of the proceeds.' 

"SEC. 19. Subsection (f) of section 10 of the trading with the 
enemy act, as amended, is amended by adding at the end thereof 
the following new paragraph : 

" ' In the case of any such patent, trade·mark, print, label, or 
copyright, conveyed, assigned, transfeiTed, or delivered to the 
Alien Property Custodian or seized by him, any suit brought 
under this subsection, within the time limited therein, shall be 
considered as having been brought by the owner within the 
meaning · of . this subsection, in so far as such snit relates to 
royalties for the period prior to the sale by the Alien Property 
Custodian of such patent, trade-mark, print, .label, or copyright, 
if brought either by the Alien Property Custodian or by the 
person who was the owner thereof immediately prior to the 
date such patent, trade-mat·k, print, label, or copyright was 
seized or otherwise acquired by the Alien Property Custodian.' 

"SEC. 20. The proviso of paragraph (10) of sub ection (b) of 
section 9 of the trading with the enemy act, as amended ( relat­
ing to the return to certain insurance companies), is repealed. 

SHIP CLAIMS OF FORMER GKRMA.N NATIONALS 

"SEC. 21. (a) It shall be the duty of the arbiter to bear the 
claims of any partnership, assQCiation, joint-stock company, or 
c01-poration, and to determine the amount of compensation to be 
paid to it by the United States, in respect of the merchant ves­
sels Oarl Diederichsen and Johanne (including any equipment, 
appurtenances, and property contained therein), title to which 
was taken by or on behalf of the United States under the au­
thority of the joint resolution of May 12, 1917, and which were 
subsequently sold by or on behalf of the United States. Such 
compensation shall be determined as provided in paragraph (1) 
of subsection (b) of section 3 of this act, but the aggregate com­
pensation shall not exceed, in the case of the Oat·l Diederichse-n, 
$166,787.78 and in the case of the Johann.e, $174,600 (such 
amounts being the price for which the vessels were sold, less the 
cost of reconditioning). The arbiter shall not make any award 
under this section in respect of the claim of any partnership, 
association, joint-stock company, or corporation unless it ap­
pears to his satisfaction that all its members and stockholders 
who were, on April 6, 1917, citizens or subjects of Germany, 
became, by virtue of any treaty of peace or plebiscite held or 
further treaty concluded under such treaty of peace, citizens or 
subjects of any nation other th~m Germany, and that all its 
members t!nd stockholders on the date of the enactment of thi~ 
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act were on such date citizens or subjects of nations other than 
Germany. 

"(b) Upon the determination by him of such compensation 
the arbiter shall enter an award in favor of such person of the 
amount of such compensation and shall certify such award to 

. the Secretary of the Treasury. The amount of such award, to­
gether with interest thereon, at the rate of 5 per cent per an­
nwn from July 2, 1921, until the date of such payment, shall be 
paid' by the Secretary of the Treasury, in accordance with such 
regulations as he may prescribe. There is authorized to be ap-

. propriated such amount as may be necessary to make such 
payment. 

"(c) No payment shall be made in respect of any award under 
this section unless application therefor is made, within two year 

·after tl1e date such award is certified, in accordance with such 
regulations as the Sec1·etary of the Treasury may prescribe, and 
payment shall be made only to the person on behalf of whom 
the award was made except in the cases specified in paragraphs 
(1) to ( 4) of subsection (k) of section 3. The provisions of 
subsections (c), (1), (m), (o), and (r) of section 3 shall be 
applicable in carrying out the provisions of this section. 

" (d) The provisions of this section shall constitute the ex­
clusiYe method for the presentation and payment of claims 
arising out of any of the acts by or on behalf of the United 
States for which this section provides a remedy. Any person 
who files any claim or makes application for any payment under 

· this section shall be held to have consented to all the proYi­
sions of this act. This subsection shall not bar the presentation 
of a claim under section 3 (relating to the ship claims of Ger­
man nationals) in respect of the taking of the vessel Carl. 
DiedericlUien or the vessel Johanne; but no award shall be made 
under section 3 in respect of either of such vessels to or on 
behalf of any person to whom or on whose behalf an award is 

. made under this section in respect of such vessel. 
DEFINITIONS 

" SEC. 22. As used in this act-
" (a) The term 'person • means an individual, partnership, 

association, or corporation. 
"(b) The term ·German national' means-
" (1) An individual who, on Ap1il 6, 1917, was a citizen or 

subject of Germany, or who, on the date of the enactment of 
this act, is a citizen or subject of Germany. 

"(2) A partnership, association, or corporation, which on 
April 6, 1917, was organized or created under the law of 
Germany. 

" ( 3) The Government of Germany. 
" (c) The term ' member of the former ruling family ' means 

(1) an~· person who was at any time between April 6, 1917, 
· ·and July 2 1921, the German Emperor or the ruler of any 
constituent kingdom of the German Empire, or (2) the wife or 

' any child of such person. 
''(dj The term 'Austrian national' means-
" (1) An individual who, on December 7, 1917, was a ~itizen 

of Austria, or who, on the date of the enactment of this act. 
is a citizen of Au tria. 

"(2) A partnership, assOciation, or corporation which on De­
cember 7 1917, was organized or created under the law of 

: Austria. ' 
" ( 3) 'l~he Government of Austria. 
"(e) The term 'Hungarian national' means-
"(1) An individual who, on December 7, 1917, was a ~itizen 

of Hungary, or who, on the date of the enactment of this act, 
is a citizen of Hungary. 

"(2) A partnership, association, or corporation which. on 
December 7, 1917, was organized or created under the law of 
Hungary. 

"(3J The Government of Hungary. 
"(f) The term 'United States' when used in a geographical 

sense includes the Territories and possessions of the United 
States and the District of Columbia. 
LEGISL..\TIVE COUNSEL AND SPECIAL ASSISTANT TO SECRETARY OJ' TIIE 

TREASURY 

"SEc. 23. (a) Sectio!} 1303(d) of the revenue act of 1918, 
as amended by section 1101 of the revenue act of 1924, is 
amended by adding at the end thereof a sentence to read as 
follows : 'Notwith tanding the foregoing provisions, the com­
pensation of each of the two legislative counsel in office upon 
the date of the enactment of the settlement of war claims act 
of 1928 hall, after such date, be at the rate of $10,000 a year.' 

" (b) The salary of the speci~ a~sistant to the Secreta17 of 
the Treasury in matters of Ieg1slat10n, so long as the position 
is held by the present incumbent, shall be at the rate of $10,000 
a year." 

And the Senate a~ree to the same. 

That the House recede from its disagreement to the amend-
ment of the . Senate to the title, and agree to the same. 

w. R. GREE~, 
W. 0. HAWLEY, 
ALLEN T. TREADWAY, 
JOHN N. GA.RNER, 
J. W. COLLIER, 

Manage'rs on the pm·t of tlte House. 
REED SMOOT, 
CH~ES CURTIS, 
DAVID A. REED, 
PETER G. GERRY, 
PAT HARRISON, 

Managers on the part of tlte Senate. 

STATEMENT OF THE HOUSE 

The managers on the part of the House at the conference on 
the disagreeing votes of the two Houses on the amendment of 
the Senate to the bill (H. R. 7201) to provide for the settlement 
of certain claims of American nationals against Germany and 
of German nationals ag~inst the United Stat£>8, for the ultimate 
return of all property of German nationals held by the Alien 
Property Custodian, and for the equitable apportionment among 
all claimants of certain available fund;·. submit the following 
written statement in explanation of the effect of the action 
agreed upon by the conferees and recommended in the accom­
panying conference report : 

The Senate amendment strikes out all after the enacting 
clan e primarily to make unneces ary a large number of sepa­
rate amendments changing section numbers and c1·oss refer­
ences. The Senate sub titute for the House bill embodie all 
the major policies of the Hou e bill, and the bill as agreed to in 
conference, consequently, is ·ubstantially the Hou e bill. The 
es entia! differences between the House bill and the Senate 
amendment are as follows: 

AUSTRIA .AND HUNGARY 

The principal change made in the Hou ·e bill by the Senate 
amendment is the addition of 1sections providing for the return 
of the property of nationals of Austria and Hungary held by 
the Alien Property Custodian (including their share of the un­
allocated interest fund), and for the settlement of claims of 
the United States and its national · against Austria and Hun­
gary, and of Au ·trian and Hungarian national against the 
United States. The disposition of the questions involved in 
regard to these matters became pos ·ible only a very short time 
before the bill was introduced in the House, and there was no 
opportunity of incorporating suitable provisions in . the bill at 
that time. , 

The provisions are contingent upon payment by the Aus­
trian and Hungarian Governments of sums sufficient to pay 
the claims again. ·t Au. tria and Hungary, and the work of the 
Tripartite Claims Commission has progressed to the point 
where the amount necessary can be estimated. Claims of 
Austrian and Hungarian nationals against the United States 
are to be settled in a manner similar to that provided in the 
case of the claims of German nationals. The House recedes. 

CLAIMS OF AMERICA~ ~ATIO.NALS AGAINST GEllMA~Y 

Subsection (j) of section 2 of the Senate amendment is a 
new subsection requesting tlte President to enter into negotia­
tions with Germany with a Yiew to extending the time for filing 
claims before the Mixed Claims Commission, so a~ to give the 
commission jurisdiction of claim presented before July 1, 1928. 
In order to prewnt undue delay in making pro rata payments 
on awards where no payment can be made until all award have 
been certified, it i:::: provided that award~ on account of late 
claims will be payable under this bill only if the agreement is 
entered into before January 1, 1929. The House recede·, with 
an amendment providing for the filing of the American claims 
with the State Department, rather than presentation to the 
commission. It will not be necessary to require that claims 
ah·eady filed with the State Department be again filed. 

Section 10 of the Senate amendment. dealing with the in­
vestment of funds by the Alien Property Custodian, corresponds 
to section 8 of the House bill. This section add. · ection 25 to 
the trading with the enemy aet. Subsection (a) of section 25 
is amended by the Senate in paragraph {1) to authorize the­
immediate investment. upon the request of the Secretary of the 
Treasury. of an amount not to exceed $-10,000,000, out of the 
alien property funds. This amount is n con~ervative e timate 
of tile aggregate amount of the 20 per cent of alien property 
temporarily to be retained. Undel' the ><ection as amended, 
$40,000,000 will be immediately a\ailable for payment of awards 
of the Mixed Claims Commission and for the other purposes of 
the special <1 0po~it nccount. Paragrapll (2) of thi subsection 
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prot-ides' for' the neces ary adju . tments in case the amount. 
invested tinder paragraph (1) are too large o£ too small. The 
amendment facilitates administration; and the House recedes. 

The Senate amendment adds to paragraph (5) of subsection 
(c) of section 5 of the House bill-section 4 of the Senate 
amendment-a provision authorizing the Secretary of the 
Treasury to make partial payments, in his discretion, on 
awards of the Mi::ud Claims Coiillllission in excess of $100,000. 
This amendment will prevent unnecessary delay in making 
payments on . uch· awards which might otherwise be caused by 
the consideration of late claims by the commission or of claims 
not yet adjudicated; and the House recedes. 

CLAIMS Oll' GERMAN NATIONALS AGAINST THE UNITED STATES 

The Senate amendment rewrites subsection (a) of section 4 
of the House bill-which appears as subsection (a) of section 
3 of the Senate amendment-to profide that the arbiter shall 

· be appointed by the ·President, with the advice and consent of 
the Senate. The House bill provided for his appointment ·by the 
President alone. The House recedes. 

· · The Senate amendment provides for the appointment of a 
· war claims counsel to represent the United States in proceed­
. ings before the arbiter. Under the House bill this duty devolves 

upon the Department of Justice; and the Senate recedes. 
· · · Subsection (d) · of section 4 of the House bill is amended by 
• the Senate amendment to extend the period of interest to be in­

cluded in the awards of the arbiter, to include December 31 
1928. It is unlikely that the awards of the arbiter under thi~ 

· section will be certified before that date ; and the House recedes. 
The Senate amends subsection (d) of section 4 of the House 

bill to require that the arbiter shall make no award to a Ger­
man ship claimant until the interest of the German Government, 
or any member of the former ruling family, if any, in the ship 
involved has been established by such claimant to the arbiter's 
satisfaction. If any such interest appears, the arbiter is di­
rected to enter a tentative award accordingly. This award will 
not be paid but will be applied in satisfaction of the final pay-

. ments from Germany, on account of the awards of the Mixed 

. Claims Commi sion. The House recedes. 
The Senate amendment, by subsection (c) of section 22, adds 

to the definitions contained in the House bill a definition of the 
term " member of the former ruling family." This term is de­
fined to mean (1) the former German Emperor, or the ruler of 

· any constituent state of the German Empire during the war 
· period, or ( 2) the wife or any child of such person. The House 

recedes with an amendment to provide that none of the rulers 
. of constituent states shall be included within the definition ex­

cept the rulers of the Kingdoms of Saxony, Bavaria, and 
Wuerti:emberg (the Emperor being also King of Prussia). 

· Paragraph (1) of subsection (b) of section 4 of the House 
bill is amended by the Senate by adding a provision that ~e 
finding~ ?f the boa~·d of survey, appointed under the authorit;y 
of the JOIDt resolution of May 12, 1917, to appraise the German 
merchant ships seized by the United States, shall be competent 
evidence in any proceeding before the arbiter to determine the 
co~pensation to be paid any claimant in respect of such ships. 
This amendment merely carries into the bill the provision con­
tained in the joint resolution; and the House recedes. 

The Senate amendment provided for the determination of 
compensation to be paid for the Tuckerton Radio Station all 
the enemy interest in which was sold by the Alien Pro~rty 
Custodian to a private corporation. The House bill provided 
for the adjudication of claims only tn respect of a radio sta­
tion-the Sayville Station-which was sold to the United States. 
The . Senate recedes. 

Section 21 of the Senate amendment is added to provide for 
· the determination of compensation to be paid in the case of two 
ships seized by the United States which were owned at the out­
break of the war by German nationals who as a result of a 

·plebiscite under the treaty of Versailles, becaine Danish nation­
nls. Inasmuch as all the property of nationals in similar 
circumstances held by the Alien Property Custodian has been 
I'eturned without limitation, the section provides that the 

. awards for these ships-not greater than the amm.mt received 
by the United States upon the eale of the vessels, minus the 
capital expenditures thereon-.shall be paid in full and an appro­
priation is authorized to make such payment. The House 
1·ecedes with a clarifying amendment. 

RETURX OF PROPERTY HELD BY THE ALIE~ PROPERTY CGSTODU~ 

The Senate amendment provides for the payment of interest 
on ariy participating certificate or certificates representing in­
vestment of the unallocated interest fund. The Senate recedes. 

The Senate amendm~nt to subsection (d) of this section of 
. the trading with the enemy act provides that for the purpose of 
transfer to the special-deposit account all property · shall be 
deemed to be owned by the German Government if no claim 

thereto has· been filed with the Alien Property Custoditu] prior 
to .the expiration of six months after the enactment of the 
act, or if a claim has been filed for the recovery of the property 
before the end of that period and ownership has not been estab­
lished by the claimant. The House recedes, with an amend­
ment ·extending ' the six-months limitation to one year, and an 
amendment providing that ownership may be established by 
suit bro-ugbt _within one year after an adverse decision by the 
Alien Property Cu todian, or within one year after the passage 
of this act~ whichever <late is later. This latter provision is 
necessary in order to afford an ample time for suit in cases 
where the custodian has heretofore decided the claim. 

Subsection (f) of section .2-5 of the trading with the ene.tny 
act dealing with the return Qf any balance of the retained 20 
per cent of alien property after all payments are made from the 
special-deposit. account is amended by the Senate to allow 
retm·n, in the case of deceased individuals and dissolved pa rtnei'­
ships, associations, or corporations, to persons determined by 
the Alien Property Custodian to be entitled to the property. 
The House recedes. 

Subsections (d) and (g) of section 9 of the trading with the 
enemy act provide for the return 9f property in case where 
the owner is deceased. The Senate amendment amen(ls these 
subsections to . provide that o:Q.Iy so much of the_ property of a 
decedent shall be returned to his legal representative for distri­
bution to his heirs or legatees as the decedent himself would 
have been entitled . to if living. Subsection (d) cover s the 
cases of decedents who would be entitled to the return of all 
their property and allows a complete return to the legal repre­
sentative regardless of the nationality or citizenship of the 
!J.eirs or legatees, an? p:ovides that this same rule shall apply 
In cases where applications or proceedings are pending under 
the existing law. Subsection (g) covers the cases of decedents 
who would be entitled to the return of only 80 per cent of their 
property and provides that in any such case not more than 80 
per cent may be returned to the legal representative, regardless 
of the citizenship or nationality of the heirs or legatees. The 
subsection contains a saving clause reserving to American citi­
zens any rights they may have under the existing law in estates 
of persons dying before the enactment of the act. The principal 
change in these two subsections from the corresponding provi-· 
sions of the House bill is the substitution of the status of the 
decedent for that of the distributee. as the determining factor in 
making returns. The amendment avoids the complications 
which arise under the existing law. 'The House recede . 

In the Senate amendment to subsection (p), added to sec­
tion 9 of the trading with the enemy act by section 12 of the 
House bill (section 14 of the Senate amendment), provision is ' 
made for the return of property of partnerships, associations 
and .corporations which have ceased to exist, on substantially · 
the same principles as in the case of deceased individuals. The 
property of a dissolYed corporation~ for example, is tran fei'l'ed~ 
to the names of the trustees or liquidators of the corpora tion or 
of the stockholders, and such successors may proceed for its 
retm·n in the same manner as such corporation might haYe pr~ 
ceeded if still in existence and with the same restrictions as 
would apply to a return to the corporation. The amendment 
further provides that debts of such successors may be collected 
out of the property to which they are entitled under this sub­
section in accordance with the provisions of .subsection (a) of · 
section 9. The House recedes. I 

Subsection (m) is amended by the Senate to provide that · 
property in the hands of the Alien Property Custodian may be 
sold free of the restrictions of section 12 of the trading with 
the enemy act limiting sales to American purchasers. The 
House recedes. 

A further amendment to subsection (m) provides for the 
return in full by the Alien Property Custodian, without the 
retention of 20 per cent, to the original owner or his legal 
representative of the property in any trust if the aggregate 
value thereof does not exceed $2,000. The provision will result 
in the final disposition and closing out of a large number of 
small trusts and will accordingly facilitate the administration 
of the Alie~ Property Custodian's office. The House recedes. 

Section 29, added to the trading with the enemy act by 
section 13 of the House bill (sec. 15 of the Senate amend­
ment), provides for the waiver or compromise of demands of 
the Alien Property Custodian for the transfer to him of enemy 
property. Sub.section (b) of this section is amended by the 
Senate amendment to require the approval of any such wai~er 
or compromise by the Attorney General, and is further amended 
to allow a complete waiver in cases where all the property 
would be returnable. Subsection (c) is added by the Senate 
amendment to provide fo-r full release and waiver of demands 
by the Alien Property Custodian where the alien has not .yet 
become entitled to the present possession or enjoyment of the 
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property. Demand are outstanding in some cases ·where the 
. alien's right is contingent upon events which may never happen 

or which may not occur for . some years. The amendment 
- reliew the Alien Property Custodian from the necessity of 
. seizing such pi·operty in the future. The provision does not 
apply to income for future years which an alien would receive 
:f he now is, or would be, but for the seizure of his interest, 
recei.-ing the current income from the same property. The 
Hou8e r ecedes. 

Subsection (d), added by the ·senate amendment, is a clari­
fying amendment making it clear that the Alien Property Cus­
todian is not required to waive or compromise demands except 
in his tli cretion. The House recedes. 

Sub:-:ection (e), added by the Senate amendment, provides 
that all money or property received by the Alien Property Cus­
todian a a result of any suit, whether or not for the enforce­
ment of a demand for transfer of property to hime shall be 
consitlere<l as forming pa1t of the trust in respect of which the 
suit was brought and hall be returnable as such. This sub­
section is intended a · a clear direction as to the disposition of 
money or property recovered in suits arising out of the disposi­
tion of property seized, the conduct of seized bu inesses and 
other tnmsactions of the Alien Property Custodian involvin~ 
proper ty already seized or transferred to him. The House 
recedes. 

Section 30, added to the trading with the enemy act by 
the Senate amendment, extends the remedies of creditors of 
the owner of property held by the Alien Property Custodian. 
The proT"i ·ions of the existing law are very limited. The new 
section allows attachments against the property in the same 
manner as if the Alien Property Custodian were an individual 
indebted to the owner to the extent of the value of the prop­
ertv Ileld. The Hou e recedes with an amendment making it 
certain that the provision allows an attachment for the exe­
cution of a judgment or decree and that it does not in any 
case permit the php;ical seizure of any money or property. 

A second paragraph of section 30 in the Senate amendment 
further extended the remedies of creditors and provided that 
the law of the Di trict of Columbia should apply to the deter­
mination of claims in certain case ·. From this amendment the 
Senate recedes. 

Section 19 of the Senate amendment amends subsection (f) 
of sec·tion 10 of the trading w-ith the enemy act. That subsec­
tion provides for tile bringing of suits by the owner of a patent, 
trade-mark, print, label, or copyright, seized or transferred to 
the Alien Property Custodian, for the recovery of royalties for 
the period prior to sale by the Alien Property Cu tod.ian. Ques­
tions have arisen in regard to such suits as t~ who was the 
owner of the patent, and so forth, within the meaning of tho 
section, after seizure by the Alien Property Custodian. This 
amendment provides that such suits shall be held to have been 
brought by the owner if brought either by the Alien P1·operty 
Custodian or by the person who was the owner immediately 
prior to the seizure by, or transfer to, the Alien Property Cus­
todian. The House recedes. 

Section 20 of the Senate amendment repeals the proviso of 
paragraph ( 19) of subsection (b) of section 9 of the trading 
with the enemy act. The effect is to remove the restriction 
against the return of $2,000 each to former enemy insurance 
companies against which claims had been filed under the section. 

ImmMiately following subsection (d) of section 21 of the 
· Senate amendment appears a provision amending subsection (a) 

of section 9 of the trading with the enemy act to suspend the 
right to plead the statute of limitations against a claim or suit 
.to subject property of an insurance company in the bands of 
the Alien Property Cu todian to the payment of losses or dam­
ages resulting from the San Francisco fire, and excluding from 
all the benefits of the act any insurance company against 
which any suit ha · been filed w-ithin 90 days after the passage 
of the act. From this amendment the Senate recedes. 

Section 31, added to the trading with the enemy act by sec­
tion 15 of the Senate amendment, carries into that act the 
same definition of the term " member of the former t·uling 
family" of Germany a.., is contained in the amendment to the 
settlement of war claims act. The House recedes with the 
same amendment as in that case. 

Section 24 of the Senate amendment provides that, effective 
18 months aft.er the enactment of the act, the office of Alien 
Property Custodian L abolished, and that nll authority, powers, 
and duties of the Alien Property Custodian are then trans­
ferred to the Secretary of tile Treasury. Ft·om this amendment 
the Senate recedes. 

EXCESSIVE F.JilES 

The House .bill authorized the American commissioner of ·the 
1\Ii.xed Claims Commi. ·sion to fix fees for services rendered 

claimants in connection with proceeding. before that commis ­
sion and provided for a fine for the acceptance of fees greater 
than those so fixed. The Senate amendment reqn.~red the fixing 
of fees in every ca e before the Mixed Claims Commis. ion, the 
Tripartite Claims Commission, and the arbiter, and in addition 
to the fine imposed for a violation provided that any person who 
violated the provisions of the seetion should be disqualified 
from practice before the executive departments. The House 
recedes with an amendment to require the fixing of fees only in 
case of a request within 60 days after the mailing of a notice 
to the claimant and imposing as a penalty for a violation a fine 
of not more than four times the amount of the aggregate fee 
accepted in lieu of the disqualification provision of the Senate 
amendment. 

TAXES 

The House bill provided that the Federal taxes on alien 
property should be computed in the same manner as if the prop­
erty had not been seized and should be paid wherever po...; ··ible 
out of the ftmds held by the Alien Property Custodian. The 
Senate amendment added four qualifications: First, that, in the 
case of the disposition of capital as ets, the rate should not 
exceed 12% per cent; second, that the provi ions of the laws 
and regulations relating to involuntary conver,"ion should be 
applicable ; third, that no interest or penalties should be payable 
by the taxpayer and no interest or penalties should be payable 
by the Government ; fourth, that claims for refund could be 
filed and assessments made and proceedings tarted for collec­
tion within six months after the date of enactment of the act 
regardle s of the expiration of tile ordinary statutory period ; 
and fifth, that tentative returns should be filed and tentative 
assessments made and that the 20 per cent of property withllel<l 
should be retained by the Alien Property Cu ·toclian as security 
for tile payment of any deficiency finally determined to be due. 
The House recedes with an amendment providing for a maxi­
mum rate of 30 per cent in lieu of the 12% per cent fixed by 
the House bill to apply to the disposition of capital assets. and 
making certain that the rate applies to partnerships, associa­
tions, and corporations as well as to individuals; that the allow­
ance of additional time for filing claims and for making as ·ess­
ments silould apply only in cases where the tax liability is 
changed by the provisions of this section ; and, in lieu of the 
fifth prov~sion, providing that property acquired may be re­
turned priOr to a final determination of tax liability, under 
Treasury regulations which will protect the interest of the 
Government by making certain tilat sufficient property i re­
tained to pay the taxes or that a bond is given to secure sueh 
payment. 

DEC'L-UtAT IOX OF POLICY 

The Senate amendment strikes out the declaration of poiicy 
contained in the House bill. · The House recedes. 
SALARIES OF LEGISLATIVE COUX SRL Al\'D SPECIAL ASS IST.\XT TO THEl 

SECRETARY O.li' THE TREASURY 

Section 23 of the Senate amendment increases t.o $10,000 
a year the salaries of Mr. Beaman and 1\lr. Lee, the legU;Jative 
counsel of the llouse and Senate, respectively, and of Mr. Al­
vord, special assistant to the Secretary of tlte Treasury. No 
new offices are created, and the salaries are fixed for the present 
incumbents only. Inasmuch as existing appropriations are 
available and adequate for the increases, no additional appro­
priations are necessary. Exactly similar provisions were con­
tained in section 702 and 703 of the revenue bill (H. R. 1) 
already passed by the Hou1:1e. These sections were inserted in 
the revenue bill by tile unanimous vote of the Committee on 
Ways and Means, and the sections were agreed to by the 
House without an aclverse vote. The Hou:::e recedes. 

Al\lEXDMEKT OF TITLE 

The title is amended by the Senate, in view of the Au, triaD­
Hungarian pt·ovisions added to the bill, to read "An act to pro­
vide for the settlement of certain claims of American national· 
against Germany, Austria, and Hungary, nud of nationals of 
Germany, Austria, and Hnogary against the United State~ , and 
for the ultimate return of a 11 l>roperty held by tlle Alien Prop~ 
erty Custodian " ; nnd the Hou ·e recedes. 

w. R. GREEN, 
W. C. HAWLEY, 

A.LLEX T. TREADWAY, 

JOHN N. GARXER, 
J. W. CoLLIER, 

!Jfanagm·s on tlt e pnrt of the Hou e. 

Mr. GREEN of Iowa. 1\:Ir. Speaker, unless there is ·ome 
question which some Member desires to ask. I cnll for a vote. 
· Mr. CHINDBLOM~ -Mr. -SrK'aker; will th gentleman· yield? 

Mr. GREEN of Iowa. Yes. 
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Mr. CID~"DBLO:M. First, I want to ·compliment and con­

gratulate the conferees on the part of the House, as well as 
of the Senate, upon the :final termination of this long-drawn­
out legislation. I have read and examined the report very 
carefully and I think a T'ery admirable piece of work has been 
done. I' regret, of course, that ·the declaration of policy had 
to go out. However, the very distinguished other body recently 
found it necessary to abandon a declaration of policy with 
..reference to our merchant-marine operations, and perhaps they 
became a little afraid of making declarations of pe1·manent policy. 

I have only one question, and that is with reference to the 
change of the rate of the tax to be collected upon capital assets, 
that change being from 12% per cent to 30 per cent. Will the 
collection of that tax as to partnerships, associations, and 
corporations be made in the same manner as under the present 
revenue act? 

Mr. GREEN of Iowa. This amendment applies to the old 
taxes under the excess-profits provisions as well as other taxes 
upon gains from the sale of capital assets. Inasmuch as the 
Government had taken over this property and it was converted 
inyoluntarily upon the part of the owners of it who did not 
de ire to sell it but wanted to keep it the Senate provision 
limited the rate on capital assets to 12% per cent, carried in 
the present law. The House . provision was ambiguous and 
some of the House conferees, including myself, believed that 
where the GoT"ernment, of its own accord, converted the prop­
erty, it ought not to be subjected to excessive rates, but in 
conference we were obliged to compromise. I shall have to 
admit that the 30 per cent carried in the bill is not a very 
logical figure. It is an arbitrary :figure really. It is a com­
promise between what the Senate had in its amendment and 
the House provisions, which in some cases might have subjected 
these parties who had their property converted against their 
will to possibly a 60 or 65 per cent tax or even more. 

:Mr. GARNER of Texas. · Mr. Speaker, will the gentleman 
yield? 

Ur. GREEN of Iowa. Yes. 
l\Ir. GARNER of Texas. Is the gentleman from Illinois 

[Mr. CHINDBLOM] objecting to the increase in the rate from 
12~ per cent to 30 per cent? If he is, I call his attentio.n 
to the fact that the Committee on Ways and Means had this 
bill under consideration for a considerable length of time at 
the last Conit·ess, as well as in this Congress, and did not 
put any limitation ~hateyer upon it. 

:Mr. CIDND13LOM. I did not intend to make any objection 
to the amount. I do not recall from the reading of the bill 
whether that is the ma:dmum which is to be applied by 
graduation, similar to the plan applicable to the surtaxes. 

l\Ir. GARNER of Texas. This 30 per cent is applied to all 
taxes due from the German claimants upon gains from the 
sale of capital assets, of whatsoever kind and nature, whether 
the tax ran into the brackets of the income tax to the extent 
of 63 per cent, as the brackets went at that time, or was 
specifically a capital as et tax or an excess-profits tax. Any 
of those taxes will be limited to 30 per cent, and under the 
Hou e bill they would have gone in one instance, I think, to 
63 per cent. So I do not think anyone' who favored the 
House bill could possibly complain of the increase from 12~ 
per cent to 30 per cent. · 

Mr. CHlNDBLOM. I am not complaining. I simply wanted 
to know how it was to be applied. Then, I understand the 
taxes are to be :fixed in accordance with the law in force at 
the time when they became due? · · 
· Mr. GARNER of Texas. Exactly. 
· l\Ir; CIDNDBLOM. .A.nd : that in the ev·ent the tax exceeds 

30 per cent, it shall be reduced to 30 per cent. 
Mr. GAR~TER of Texas. That is correct. 
Mr. CHIKDBLOM. That is what I wanted to make clear. 
Mr. GARNER of Texas. While I am on my feet) permit me 

to express my appreciation of the gentleman's compliment to 
the committee on conference. I think a greater compliment 
possibly is the fact that the House seems to be entirely satis­
fied with the work of the conference committee. 

Mr. GREEN of Iowa. ~Ir. Speaker, I ask for a vote. 
The SPEAKER. The .question is on agreeing to the con­

ference report. 
The conference report was agreed to. 

ERADICATION OF PI~K BOLI.WORM 
:Mr. l\I.A.DDEN. Mr. Speaker, I ask unanimous consent for 

tbe present considei·ation of House .Joint Resolution 223, wbicb 
I senu to the desk and ask to have read. 

The Clerk read as follows : 
nesolved, etc., That to enable the Secretary ot Agriculture to meet an 

enr<Crgency caused by a serious outbreak of tbe pink bollworm of cotton 
Jn western Texas, and to preYent its spre.ad to other parts of Texas 

and to adjoining States. including the same objects and under the same 
conditions specified under the heading " Eradication of pink bollworm " 
1n the agricultural appropriation act for the fiscal year 1928, there 
is hereby appropriated, out of any money in the Treasury not othN'wise 
appropri.ated, the additional sum of $200,000, to remain available until 
June 30, 1929. 

Mr. :\lADDEN. Mr. Speaker, the Appropriations Committee 
will in a few minutes report the aglicultural appropriation bill 
for the fi...,cal year 1929. In that bill there is carried for the 
eradication and control of the pink bollworm of cotton through­
out the United States, $687,000. It is very important that some 
of that money be made immediately available, because the 
earlier we begin to eradicate the more certain it is that the 
work will be well done. It is proposed by the introduction of 
this resolution to give them the money in advance of the item 
in the bill becoming a law. When the bill comes up for consid­
eration in the House this $200,000 carlied in this resolution 
will be deducted from the amount carried in the appropriation 
bill for 1929. 

Mr. HUDSPETH. Mr. Speaker, will the gentleman yield? 
1\Ir. MADDEN. Certainly. 
Mr. HUDSPETH. So far the only pink bollworm disc-overed 

is in the district that I represent. How will this be expended? 
1\Ir. MADDEN. It will be expended under the direction 

of the Agricultural Department. 1\Ir. Marlatt is already on the 
ground. 

~Ir. HuDSPETH. In conjunction with the State authorities? 
Mr. MADDEN. Yes ; just as it has always been. 
Mr. CRISP. · :\Ir. Speaker, will the gentleman yield? 
Mr. MADDEN. Yes. 
Mr. CRISP. · Do the hearings before the gentleman's com­

mittee disclose the extent of the ravages of this pink bollworm, 
over how large an area? 

l\Ir. MADDEN. It is about 350,000 acres as near as I can 
gather. 

1\Ir'. SNELL. In that section of the country? 
1\Ir. MADDEN. Yes; in spots. It is not universal. Possibly 

it affects 350,000 acres. It is in New Me:>.."ico, Arizona, and 
Texas. 

I would like to ask, Mr. Speaker, in order that there may be 
furnished a full explanation of the whole matter, unanimous 
consent to extend my remarks by printing two statements that 
I have here. . 

The SPEAKER. Is there objection to the request of the gen­
tleman from Illinois? 

There was no objection. 
Following is the statement referred to : . 

MEMORANDUM RE COTTON PINK BOLLWORM EMEBGE~CY 

A ituation bas arisen in western Texas which constitutes such a 
serious danger to the cotton producers of the United States and requires 
for its relief such prompt action that it seems neces ary to can the 
emergency to the particular attention of Congress. 

The cotton pink bollworm, one of the most serious cotton pests of the 
world, wreaking havoc with the cotton crop of India, Egypt, parts ot 
Mexico, and other countries, has made its way across the border into the 
United States at various times . in the past 10 years, and such outbreaks 
have been the · subject of successful eradication mea u.res. From 1921 · 
ubtil the present season no specimens have been found in the main 
Cotton Belt of the United States, an,d active and persistent efforts by 
an agencies have kept the infestation limited to the li!olated plantings 
of the arid regions ot the Southwest and to a narrow strip along the 
Mexican border in western Texas. 

Within the past few weeks this pes t, which ranks with the bo11 
weevil in damage to the cotton crop, has been found at one point after 
another along the western border of the continuous cotton culture in 
west-central T-exas. The first discoYery was at Odessa, in Ector County, 
and all the scouting forces of the United States Department of Agricul­
ture were promptly concentrated in that section of the Cotton Belt. As 
a re olt, the pest has now been found in seven counties-Ector, Midland, 
Martin, Andrews, Glasscock, Howard, and Dawson-containing a total 
cotton acreage of more than 3;)0,000 acres. 

The presence of the pink bollworm in this region threatens to impose 
another burden upon the cotton producers ot the Southern States. If 
the producers must fight both the pink bollworm and tbe Mexican cotton 
bon weetil, which is now known through almost the entire Cotton Belt, 
they will have more serious insect · problems to face than any other 
cotton-producing region in the world. 

To meet this serious eme1·gency the department, on January 27, 1928, 
tran lnitted a supplemental request to the Bureau of the Budget, and 
the Budget approved a supplemental recommendation ot $400,000 for 
the purpose. It was believed that the department could cope with tbe 
situation if a part of this sum were to be made immediately available 
upon the passage ot the agricultural appropriation bill. At that time, 
·tbe infestations in Howard and Dawson ~ounties had not been discov-
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ered, the cotton acreage in those counties being very much larger and 
more continuous than in the others known to be infested. 

The extra expense of scouting which was necessary in order to find 
these new infestations, together with active clean-up operations which 
the department bas been carrying on in the scattered plantings of 
southeastern Arizona and southwestern New Mexico, have so depleted 
the available funds that there is not a sufficient amount on band to 
conduct the clean-up operations and eradication measures required. 

In order to prevent the establishment of the pink bollworm in new 
localities, several different operations will be necessary. The pest, 
unfortunately, remained undiscovered in these areas in Texas until 
nearly the entire crop had been ginned and much of the lint and seed 
·distributed, without restriction. The insects normally pass the winter 
in cottonseed and such seed is now present in gins and oil mills in 
large quantities. Thorough clean-up must be given to such gins and 
mills and all the seed sterilizer, fumigated, or crushed. Large amounts 
of it have been shipped to oil mills outside the infested areas, and the 
premises of such oil mills must also be thoroughly cleaned up after 
the shipments have been traced to destination. Practically all of the 
cotton lint bas been baled and shipped ·and all such shipments must be 
traced in order to prevent the establishment of infestations at their 
various destinations. 

This work can not wait until funds can be made available with the 
passage of the regular agricultural appropriation bill. Within the next 
few weeks some of the seed may be planted and will then be beyond 
reach. One of the surest ways of spreading such an infestation a.nd 
establishing tile insect in new localities consists of the shipment and 
planting of infested seed, and in the past several outbreaks have been 
discovered and promptly eradicated by the method of tracing cotton­
seed shipments from infested areas. 

Owing to the large territory affected and the size of the cotton crop 
in the infested counties and also to the fact that the adult moths into 
which the pink bollworms develop will soon start emerging, this entire 
program must be undertaken without delay and completed in the short­
est possible time. According to telegraphic advices received from the 
Governor of Texas, and confirmed by representatives of the United 
States Department of Agriculture, every slight delay in starting these 
operations increases the danger of the permanent establishment of 
the pink bollworm in the regions now found to be infested, threatens its 
distribution into new localities, and reduces the possibility of its total 
eradication. 

MEMORANDUM FOR MR. MA.DDEN 

The pink bollworm of cotton is the most destructive cotton pest in 
the world. In all cotton countries where it has become established It 
destroys from 25 to 75 per cent of the cotton, according to climatic and 
other conditions. 

In 1921 it appeared in several places in Texas and Louisiana. By 
prompt action of Federal cooperation with the States of Texas and 
Louisiana the pest was completely eradicated. Since then the pest has 
not appeared in these areas or any other place in the United States 
except along the Texas-Mexican border. 

Between the infested Texas-Mexican border and the main producing 
cotton belt of Texas there is a broad stretch of semiarid noncotton­
producing land, and it was thought that this pest could not get across 
this stretch of land into the main cotton-producing areas of Texas. 

Recently, however, the pest has been found and definitely identified 
in seven counties of midwestern Texas, in which a large area of cotton 
is planted and which connects up with the main cotton-producing area 
of Texas and all the South. These counties are Ector, Midland, Martin, 
Andrews, Glasscock, Dawson, and Howard, with a probable area planted 
in cotton of more than 350,000 acres. 

When it was definitely ascertained that the pink bollworm had 
infested four of these counties the department recommended to the 
Bureau of the Budget, and the Budget approved, a supplementary 
estimate of $400,000; add to this the regular Budget estimate of 
$289,000, makes a total of $6 9,000 recommended by the Budget for 
the control and eradication of this pest. 

Since this supplementary estimate of $400,000 was sent to the House 
by the Budget the pest bas been found in the two additional counties of 
Howard and Dawson. 

Realizing the gravity of the situation, Dr. C. L. l\larlatt, Chief of the 
Bureau of Entomology, United States Department of Agriculture, went 
to and is now in the infested areas in Texas, and on the 28th of 
February replied to a wire from Congressman BUCHANAN as follows : 

" Clean-up of gins and regulation of cotton and seed should begin at 
· once in west Texas area. Can the amount which is to be made imme­
diately available be released for use now by joint resolution of Con­
gress? Urgency fully warrants such action." 

The pink bollworm reproduces itself by laying its egg in the cotton· 
seed, and, unfortunately, the new infestations in the seven counties o.t 
Texas adjoining the main cotton-producing region was not discovered 
until after the entire cotton crop had been gathered, ginned, and dis­
tributed throughout . that section without any restriCtion or regulations. 

Therefore in order to bold this destructive insect to the new in· 
tested areas it becomes ne~essary not only to commence a clean-up 

campaign at once of all gins, oil mills in the infested region, but to 
trace all shipment of seed and cotton from the infested areas to its 
destination before the next planting season, which commences during 
March, and to see to it that no seed from the infested region is planted 
to produce another crop without proper chemical treatment. 

This creates the imperative necessity that a portion of the above­
mentioned appropriation be made available at once, so that the work 
can be immediately undertaken. To do otherwise would be taking the 
chances of having this destructive cotton pest scattered over millions 
of acres of cotton-producing area of Texas. The Federal funds avail· 
able for this work this fiscal year have been practically exhausted, and 
are sufficient only for scouting work to determine the limits of the 
present infestation. 

If $200,000 of the $689,000 recommended in the Agricultural bill is 
made immediately available by joint resolution, and the department 
thereby enabled to strike in time to prevent the spread of infestation 
into new areas, it will save both Federal a.nd State Governments many 

. millions of dollars. 
The regular appropriation bill will probably not become a law until 

the middle of April, when many acres of cotton will be planted with 
infested seed, and that, too, in uninfested areas. 

Mr. HUDSPETH. Mr. Speaker, I ask unanimous consent to 
extend my remarks. 

The SPEAKER. Is there objection to the request of the gen· 
tleman from Texas? 

There was no objection. 
Mr. HUDSPETH. Mr. Speaker and gentlemen of the House, 

the resolution just called up by Chairman MADDEN of the Appro­
priations Committee, making available $200,000 immediately for 
the eradication of the pink bollworm, is a matter of great 
moment to the farmers and a lru:ge number of the people in the 
district I represent. It has been brought to my attention that 
tlie destructive pest, the pink bollworm, has been discovered in 
a number of counties in my district. There was a meeting held 
on day before yesterday at Sweetwater, at which large num­
bers of farmers were present, also the Texas Pink Bollworm 
Commission and our governor, to discuss the situation. It is a 
grave one. My friend and colleague Mr. BucHANAN, a member 
of the Appropriations Committee and chairman of the Texas 
delegation in Congress, called a caucus of the Texas Members · 
the latter part of last week. I was present, and the matter 
was thoroughly gone over. I called attention to the fact that 
there was placed in the regular appropriation bill $600,000, to 
be used by the Federal Government to aid in cleaning up the 
pink bollworm, but it would not be available until July 1; that 
so far the only pink bollworm discovered in Texas was in the 
district I represent-the sixteenth ; therefore a sum sufficient 
ought to be made immediately available to commence to combat 
this great menace to the cotton growers. Hence Mr. BucHANAN, 
ever alert in the interest of the welfare of the farmer, conferred 
with his chairman and aided greatly in bringing forth this im­
portant emergency appropriation, which will enable Doctor Mar­
latt, Chief of the Bureau of Entomology, who also is ever alert 
and efficient, to join with our State authorities in stamping out 
this great menace. 

Mr. Speaker, I desire here and now to thank the chairman 
and my colleague and other members of the Appropriations 
Committee for their prompt work, which means much to the 
cotton growers in the infested area of my district, whether a 
regulated zone is established by the Texas Pink Bollworm Com· 
mission or a noncotton zone in some localities. 

The SPEAKER. The question is on agreeing to the resolu­
tion. 

The resolution was agreed to. 
CALL OF COMMITTEES 

The SPEAKER. The Clerk will call the committees. 
The Olerk called the Committee on Coinage, Weights, and 

Measures. 
MEDAL FOR COL. CHARLES .A. LINDBERGH 

Mr. PERKINS. Mr. Speaker, I call up House Joint Resolu­
tion 192, to provide for the coinage of a medal in commemora­
tion of the achievements of Col. Charles A. Lindbergh. 

The SPEAKER. The Clerk will report it. 
The Clerk read as follows: 

Joint resolution (H. J. Res. 192) to provide for the coinage of a medal 
in commemoration of the achievements of Col. Charles A. Lindbergh 

Resolved, eto., That in recognition of the achievements of Col. Charles 
.A. Lindbergh, the Secretary of the Treasury is authotized and directed 
to cause to be struck and presented to Col. Charles A. Lindbergh a gold 
medal with suitable emblems, devices, and inscriptions to be determined 
by the Secretary. For such purpo e there is authorized to be appro­
priated the sum of $1,500. 

SEC. 2. The Secretary of the Treasury shall cause duplicates in 
bronze of such medal to be coined and sold, under such regulations as 
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be may preserlbe, at a price suftlclent to cover the coat thereof (in­
cluding labor), and the appropriations used for carrying out the pro­
visions of this section shall be reimbursed out of the proceeds ot such 
sale. 

Mr. PERK~S. Mr. Speaker, I ask unanimous consent that 
the resolution may be considered in the House as in Committee 
of the Whole. 

The SPEAKER. The gentleman from New Jersey asks unani­
mo~ con ent that the resolution be considered in the House ·as 
in Committee of the Whole. Is there objection? 

There was no objection. 
1\Ir. PERKINS. Mr. Speaker, this is a joint resolution provid­

ing for a gold medal for presentation to Col. Charles A. Lind­
bergh in commemoration of his achievements. It authorizes the· 
Secretary of the Treasury to strike such an emblem and is in 
line with many other House resolutions in which medals have 
been minted to commemorate great events or great personalities. 

I might say, however, that in this particular instance the reso­
lution has the full approval of the Secretary of the Treasury, 
who has said there can be no objection to its . issuance-
for in this way the very cordial sentiment of deep regard for Colonel 
Lindbergh might be given expression-

And-
the purchase of the medal by the public would be a compliment to Colonel 
Lindbergh without ulterior purpose. 

The committee's report on this resolution is unanimous. It 
has not been felt necessary, nor do I consider it so, to extol 
Colonel Lindbergh's achievements at this time. No young man 
in America has made himself better known ; none in our genera­
tion has been so lauded and praised for his heroic and deserving 
efforts. His quiet modesty in the face of world-wide flattery 
and his gentle humility have merited for him the commendation 
of his country, and this resolution is but in added emphasis of 
this. 

Attached to the committee report, or made a part of its hear­
ing on this resolution, may be found a list of medals struck by 
the Treasury Department under similar acts. There can be no 
question, and I am sure there . will be no argument, as to the 
merit of this resolution. I ask that it be adopted unanimously 
by the House. 

The SPEAKER. The question is on agreeing to the resolu­
tion. 

The resolution was agreed to. 
. _Qn motion ·of Mr. PERKINS, a motion to reconsider the vote 
whereby the resolution was passed was laid on th~ table. 

STANDARD WEIGHTS AND MEASURES FOR GRIST-MILL PBDDt;CTS 

Mr. PERKINS. Mr. Speaker, I call up the bill (H. R. 9040) 
to establish a standard of weights and measures for the follow­
ing wheat-mill, rye--mill, and corn-mill products, namely, fl.om·s, 
semolina, hominy, grits, and meals, and all commercial feeding 
stuffs, and for other purposes. 

The SPEAKER. The Clerk will report the bill. 
The Clerk read as follows : 

• A bi11 (H. R. 9040) to establish the standard of weights and measures 
for the following wheat -mill, rye-mill, and corn-mill products, namely, 
flours, semolina, hominy, grits, and meals, and all commercial feeding 
stuffs, and for other purposes 
Be it enacted~ etc., That the standard of weights for the following 

wheat-mill, rye-mill, and corn-mill products, namely, flour, semolina, 
hominy, grits, and meals, and all commercial feeding stu.trs shall be 
100 pounds avoirdupois, a .nd the standard measure for such commodi­
ties, when the same are packed for sale, shipped, sold, or offered for 
sale in packages of 5 pounds or over, shall be a package containing net 
avoirdupois weight 100 pounds, or a multiple of 100 pounds, or one of 
the following fractions thereof, 5, 10, 25, or 50 pounds ; and, in addi­
tion, for wheat flour, rye flour, semolina, and corn flour only, 140 
pounds : and for commercial feeding stuffs only, 60 or 80 pounds ; each 
of which packages shall bear a plain, legible, and conspicuous state­
ment of the net weight contained therein. 

SEC. 2. The standard package for the following wheat-mill, rye-mill, 
and corn-mill products, namely, flours, semolina, hominy, grits, and 
meals, and all commercial feeding stuffs, when the same are packed, 
shipped, sold, or oft'ered for sale in packages of 5 pounds or over, shall 
be. those containing net avoirdupois weight 100 pounds, or multiples 
of 100 pounds, or the following fractions thereof, 5, ,10, 25, and 50 
pounds; and, in addition, for wheat flour, rye flour, semolina, and corn 
flour only, 140 pounds; and for commercial feeding stuffs only, 60 and 
80 pounds. 

SEc. 3. It shall be unlawful for any person, firm, corporation, or 
association to pack or cause to be packed for sale, to ship or offer for 
shipment, or to sell or offer !or sale, the following wheat-mill, rye­
mill. or com-mill products, namely, fioui·s, semolina, hominy, grits, and 
meals, or any commercial feeding stuffs ln packages of 5 pounds or 

over, whlcb, when In original unbroken package form, shall not be one 
of the standard measures established in section 2 hereQf, and bear a 
plain, legible, and conspicuous statement of the net weight contained 
therein; and any person, firm, corporation, or association guilty of a 
violation of the provisions of this act shall be deemed guilty of a 
misdemeanor and be liable to a fine not exceeding $500. By the term 
"original unbroken package form," as used in this act, Is meant any 
form of original package or carton or other container made or pre­
pared to contain products for sale in such original package or other 
container, and purporting to contain any specific weight or measure: 
Pr()'l){ded, That sale of irregular broken lots by actual weight shall not 
be unia wful. 
· · SEC. 4. The provisions of this act shall not apply to packages of 
the following wheat-mill, rye-mill, or com-mill products, namely, 
flours, semolina, hominy, grits, or meals. or any commercial feeding 
stun's when intended for export to any foreign country and packed 
according to the specifications or directions of the foreign purchaser, 
agent, or consignee; but if said wheat-mill, rye-mill, or com-mill prod­
ucts, namely, flours, semolina, hominy, grits, or meals, or any com­
mercial feeding stuffs shnll, in fact, be sold or offered for sale for 
domestic use or consumption, then this exception shall not exempt 
said articles from the operation of any of the other provisions of this 
act: Provitka, however, That when packages of said wheat-mill, rye­
mill, or corn-mill products, namely, flours, semolina, hominy, grits, or 
meals, or any commercial feeding stuffs originally intended for export, 
ha-ve been packed in the packages customarily used in any foreign_ 
country, and it becomes necessary to offer these for sale or to sell them 
for domestic use or consumption, then such export packages may be 
sold for domestic use or consumption by special contract, if approved 
by the Secretary of Agriculture. 

SEC. 5. Rules and regulations necessary for tbe enforcement of 
this act, not inconsistent with the provisions hereof, &hall be made 
by the Secretary of Agriculture, and said rules and regulations shall 
include reasonable variations or tolerances which may be allowed. 

.SEc. 6. It shall be the duty of each district attorney to whom 
satisfactory evidence of any violation of this act is presented to cause 
proper proceedings to be instituted and prosecuted in a United States 
court having jwisdiction of such offense. 

Sxc. 7. This act shall not be construed as repealing tbe act of July 
28, 1866 (ch. 301, Rev. Stat. U. S., sees. 3569 and 3570), authorizing 
the use of the metric system, but such sections shall not be constl'ued. 
as allowing the packing, shipping, or offering for shlpment, the sale 
or offering for sale, of packages of any size other than those established 
as standards herein. 

SEc. 8. This act shall be in force and effect one year from and after 
the passage of thia act. 

Mr. PERKINS. Mr. Speaker, I ask unanimous consent that 
the bill may be considered in the House as in Committee of 
the Whole. 

The SPEAKER. Is there objection to the request of the 
gentleman from New Jersey? 

There was no objection. 
The SPEAKER. The gentleman from New Jersey is recog­

nized. 
Mr. PERKINS. Mr. Speaker, this may be termed a stand­

ardization bill. It is familiar to most of the Members of the 
House, as it has been given approval on this floor on two pre­
vious occasions. It passed the House unanimously on February 
5, 1923, as well as in 1919. 

The purpose of the bill is to establish _ a standard for bags 
and containers of certain flours-rye-mill, wheat-mill, and corn­
mill products-as outlined in the bill, as well a s multiples 
thereof and fractions of 50, 25, and 121h pounds. It does not 
apply to any package under 5 pounds. 

The bill has the approval of the departments of agriculture 
of three-quarters of the States. It is designed to simplify and 
reduce the number of packages now in use. It has a direct 
meaning to the millers, because under the present system the 
standard of weights and measures in these products is· regulated 
by State laws, and inasmuch as there are 48 States, there are 
practically 48 different standards at the present time. 

The bill is asked for particularly by millers who have to 
carry large assortments of bags and containers. It is difficult 
for a miller in one State to ship into another State on account 
of these different regulations. The evidence before the com­
mittee has shown innumerable instances where perfectly inno­
cent shipments, entirely proper and lega l under the law as to 
such shipments, contravened the laws in States into which they 
were shipped. 

The bill also has another aspect. At the present time flour 
and other food products are sold in bags of 96 pounds, 49 
pounds, 241h pounds, and 121h pounds, and under the existing 
system the ordinary housewife in buying flour may think she is 
getting 25 pounds, when, as a matter of fact , she is getting only 
24~2 pounds. 
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Mr. DYER. Mr.- Speaker, will the gentleman yield? 
Mr. PERKINS. Yes. 
Mr. DYER. How does this compare with the action of the 

States which have acted upon the subject? 
Mr. PERKINS. This, in effect, indirectly, will repeal all 

State laws governing these standards and measures. 
Mr. DYER. How is the gentleman able to make that state­

ment, that this act will repeal State laws? 
Mr. PERKINS. I should not say directly repeal, but under 

the Constitution of the United States the Congress is given 
·power to regulate standard weights and measures. There is a 
crying need under the prevailing circumstances for a general 
standard. 

If the gentlemen of the House will take the trouble to refer 
to the committee bearings, they will find annexed thereto a 
statement-in fact, also annexed to the report of the commit­
tee--showing the great variety of standards used throughout 

. the different States. I do not desire to take the time of the 
House to read them, but on page 6 of the committee report, 
Exhibit A, it will be found that out of the 48 States there are 

'practically no two States that agree on the standards fixed by 
·this bill, and no two agree with each other. There is at 
the present time the greatest confusion existing throughout the 
Union in this regard. _ 

We all know it is possible to carry this general idea of 
standardization too far, and it is well that we should carefully 
scrutinize every bill to see if this is done. In this instance, 
however, your committee feels much great good will result from 
this standardization, and it is respectfully urged that it be 
passed. 

The SPEAKER. The time of the gentleman from New Jersey 
has expired. The question is on the engrossment and third 
reading of the bill. 

The bill was ordered to be engrossed and read a third time, 
was read the third time, and passed. 

On motion of Mr. PERKINS, a motion to reconsider the vote 
by which the bill was passed was laid on the table. • 

DEPARTMENT OF AGRICULTURE APPROPRIATION BILL 

Mr. DICKINSON of Iowa, from the Committee on Appro­
priations and by direction of that committee, reported the bill 
H. R. 115-77, making appropriations for the Department of 
Agriculture for the fiscal year ending June 30, 1929, and for 
other purposes, which was read a first and second time and 
with the accompanying papers ordered printed and referred to 
the Committee of the Whole House on the state of the Union. 

Mr. GARRETT of Tennessee. Mr. Speaker, I reserve all 
points of order. 

Mr. DICKINSON of Iowa. Mr. Speaker, I move that the 
· House resolve itself into the Committee of the Whole House on 
the state of the Union for the consideration of H. R. 11577, 
making appropriations for the Department of Agriculture for 
the fiscal year ending June 30, 1929, and for other purposes. 

Mr. BLANTON. Mr. Speaker, this important big supply bill 
has just been introduced at the desk, and will not be printed 
until to-morrow, and it is not available now to Members. How 
much time is the gentleman going to have for general debate? 

Mr. DICKINSON of Iowa. General debate will continue this 
afternoon and a part of to-morrow, so that there will be plenty 
of time to secure copies of the bill. 

Mr. BLANTON. Then this bill will not be read under the 
five-minute rule until day after to-morrow? 

Mr. DICKINSON of Iowa. We might read a little of it 
to-morrow, if there is not too much of a demand for general 
debate. 

Mr. BLANTON. This bill will not be available until to­
morrow morning? It will be printed to-night. 

Mr. DICKINSON of Iowa. The committee prints are avail­
able now and the hearings are available now. 

Mr. BLANTON. But they are few in number. Does not the 
gentleman realize we a1·e further advanced right now than we 
have ever been in any Congress before on the supply bills? 
We are almost through now. 

1\Ir. DICKINSON of Iowa. Oh, no. There is the naval 
appropriation bill. 

Mr. BLANTON. It is the next to the last one besides the 
deficiency bill ? 

1\Ir. DICKINSON of Iowa. No; then there is the legislative 
bill. There are two regular bills and one deficiency bill yet to 
be reported to the House. 

Mr. BLANTON. The naval bill is next to the last one, the 
legislative bill besides, of course, the final deficiency bill. We 
s.re further advanced than we have ever been. What is all this 
huny about? . 

Mr. DYER. We want to get home. 
Mr. DICKINSON of Iowa. We want to get away. 

Mr. BLANTON. You are not going to get away until the 
middle of May anyway. You are going to have to wait on the 
other body, because they have had a tentative understanding 
over there that they are going to adjourn on May 16, I have 
heard, so after all you are not going to get away until May 16. 
Therefore, why all this hurry? 

I merely want to be sure of sufficient time to check this bill 
up with former bills and the law. 

·Mr. DICKINSON of Iowa. We want to get all of the bills 
into the bands of the Senate so there will be no handicap so 
far as the House is concerned. 

Mr. Speaker, I ask unanimous consent that general debate 
be continued this afternoon, with the time equally divided be­
tween the gentleman from Texas [Mr. BucHANAN] and myself. 
We will try to agree to-morrow upon the time for the conclu­
sion of general debate. 

The SPEAKER. The gentleman from Iowa asks unanimous 
consent that general debate for to-day be controlled equally 
by the gentleman from Iowa [Mr. DICKINSON] and the gentleman 
from Texas [Mr. BucHANAN]. Is there objection? [After a 
pause.] The Chair hears none. The question is on the motion 
of the gentleman from Iowa. 

The motion was agreed to. 
Accordingly the House resolved itself into the Committee of 

the Whole House on the state of the Union for the consideration 
of the bill (H. R. 11577) making appropriations for the Depart. 
ment of Agriculture for the fiscal year ending June 30, 1929, 
and for other purposes, with Mr. TREADWAY in the chair. 

The CHAIRMAN. The House is in Committee of the Whole 
House on the state of the Union for the consideration of the 
bill H. R. 11577, which the Clerk will report by title. 

The Clerk read the titl.e of the bill. 
Mr. DICKINSON of Iowa. Mr. Chairman, I ask unanimous 

consent that the first reading of the bill be dispensed with. 
The CHAIRMAN. The gentleman from Iowa asks unanimous 

consent that the first reading of the bill be dispensed with. 
Is there objection? 

There wus no objection. 
Mr. DICKINSON of Iowa. Mr. Chairman, I yield 30 minutes 

to the gentleman from Utah [Mr. CoLTON]. 
Mr. COLTON. Mr. Ohairman, the United States furnishes 

the greatest example in the world of the absentee landlord. 
It has been estimated that the public domain consisting of 
about 194,000,000 acres of land, has a potential value of $26,· 
000,000,000. This great area which has such a stupendous 
value is the property of the people of the United States and 
over which we exercise no particular supervision and concern­
ing which we have no definite policy. 

Mr. MORTON D. HULL. Will the gentleman repeat the 
figures as to the number of acres and the value of them? 

1\!r. COLTON. In refe:.:ring to the public domain, I am speak­
ing of that land which is not in any permanent reserve, just 
the public domain belonging to the United States over which 
there is no control or regulation or supervision. There are 
about 194,000,000 acres of such land left, and it is estimated 
by the Secretary of the IntArior that it has a potential value 
of $26,000,000,000. 

There are some of my colleagues and many of the inhabitants 
of the Western States who believe that these lands should be 
ceded to the States. I do not care to enter into a discussion of 
this phase. We are being confronted by a condition and not 
a theory. Under our laws as interpreted by our Supreme Court 
these lands belong to the Federal Government and Congress has 
the sole right to dispose of them in any manner it may see fit. 

I believe that Congress has been derelict in defining a policy 
for the regulation and control of these lands. Surely we should 
not put off longer this important duty. In the 11 public-land 
States the public domain equals one-fourth of the total area; 1 one-third of the total range area of the United States is in 
those States. The livestock industry of the 11 far Western 
States with 7,452,000 beef cattle; 25,066,000 sheep; 4,500,000 
horses, mules, goats, and dairy cattle, has a valuation of 
$870,000,000. 

Seventy per cent of all of the feed for this livestock is fur­
nished by range lands as native pasturage. Over one-third of 

· the gross farm income of these far Western States is from live­
stock. For the stable, efficient, and profitable production it is 
necessary to assure a satisfactory and permanent coordination 
between feed produced on ranges and that on different range 
areas. 

This public domain equals more than one-third of the areu 
in cultivation in the entire United States. It equals one-tenth 
of the entire land area of our country. It is largely arid or 
semiarid; mostly having an annual rainfall of 20 inches or 
less. It is too dry for profitable crop production. The vegeta­
tic;,n on these lands at best fS a<;ant and the pub~c grazing as • 
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an a~set is being rapidly dissipated through lack of control and 
r~gulation. 

While this land furnishe 10 per cent of the feed for all of 
the live tock in the 11 Western States, yet estimates made by 
experts indicate that these lands are producing only about 50 
per cent of their capacity., It is used mostly for grazing in fall, 
winter, and spring, although some parts are grazed the entire 
year. 

May I pause here to say that many of the figures which I am 
w::Jng, and, indeed, much of the material I am using, has been 
furnished me by the Forest Service of the United States. I 
want to gi"v-e this credit without any further and particular 
reference. 

More than 20 years ago the Government formulated definitely 
a policy with reference to a part of its public domain by creating 
the national foreots and regulating the grazing thereon. I be­
lieve we hav-e now reached a stage where the use of our public 
ranges outside of the forest'3 should be made a matter of Fed­
eral statute. Under- the present conditions the established 
tock"lllen and home builder. have no protection for the public 

domain which they have to use to make their operations a 
success and provide a liv-ing for their families. 

Under the wise provisions of our land laws men have gone 
out in the Western States and have made homes for themselves 
and families with the understanding that they had a right to 
graze on the public domain. · 

From time immemorial the right to graze upon public lands 
has been recognized. I st ill believe in that right, and the time 
has come when these home builders and home owners must be 
protected. In order to afford that protection, I believe that Fed­
eral regulation offers the only solution and points the only way 
that protection can be afforded the home builder. Now, an 
out. ider without ranch property or other obligation may go on 
our ranges at will with his livestock at any time, eat· the feed, 
and pass on, leaving the home-builders' stock to starve or be 
cared for in some other way. He is forced, as a protection 
against the tramp stockmen, to graze his range land closer than 
he would otherwise do. He can not reserve a part of the range 
for emergencies or for the critical periods of ~e year. In fact, 
he can not exercise any of the rights and privileges usually 
given to stockmen on the forest reserves. · 

It bas been fully demonstrated that where animals were un­
der control in privately owned pastures and even on forest 
reserves the eradication of disease has been entirely practicable. 
While at the same time, in contiguous open ranges, vast herds 
have perished as a result of these diseases and their owners 
have been practically ruined. · 

A former tax commissioner of my State, well acquainted with 
conditions there, states that a part of the public domain will 
not support one-tenth the livestock it once did. 

According to information furnished by the Forest Service, 
valuable grass types in Montana have deteriorated into a rab­
bit bush-yellow brush-weed type, supporting but a scant 

· stand of valuable range plants, and now require five to six times 
as many acres to support a cow as formerly. 

The 9 000,000 acres of semidesert type of range in Arizona 
which ts' largely public domain has been so badly depleted of its 
perennial grasses and palatable browse plants that it is practi­
cally worthless for year-long gmzing and is very uncertain for 
winter use. It now requires 150 to 2QO acres or more to support 
the equivalent of a cow year long in place of the 50 acres re­
quired on this type within the Santa Rita Range Reserve under 
experimental management. 

So, may I say I am not pleading for something. visionar~: I 
am only asking that we shall pass a law and put mto pracucal 
operation that which has been demonstrated can be done, and 
bring our range lands back to their full productivity. 

The 5,500,000 acres of unappropriated public domain with 
their intermingled State and private lands which lie within 
the mesa and foothill portion of Arizona will seldom support 
live. ·tock at a rate of less than 80 to 90 acres per cow year 
long. This same type of range under conse1·vative grazing on 
the Santa Rita Range Reserve has carried cattle year long at 
the rate of less than 25 acres per cow for the last 12 years. 

Every acre of grazing land that is not producing forage to 
its full capacity is a money loss. These ranges must, there­
fore, not only be perpetuated but they should be made to 
produce forage to the limit. The national forests in· many of 
the States have a carrying capacity of about one cow unit 
for each 20 acres of land for a six months' grazing period. By 
a row unit is meant one mature cow or the equivalent thereof 
jn sheep. and this is somewhere in the neighborhood of five 
or six sheep for one c-ow unit. The public domain has · a 
carrying capacity considerably less than th~t of the present 
national forests. 

There is located. near Ephraim, lJtah, a Great Basin Experi­
ment Station for range managemen4 conducted by the United 
States Department of Agriculture. They have given some at~ 
tention to this problem and have estimated about 40 acres of 
land for each cow unit for six months' grazing period. It is 
believed that on the a\erage, animals can graze approximately 
six months on the summer ranges in the national forests and 
about six months on the winter ranges, which are almost 
entirely public domain. 

Tests at the Great Basin Experiment Station have shown 
that overgrazed grasses are usually a month to six weeks later 
starting growth than good vigorous plant.s of the same species. 
Too close and too frequent cropping of forage plants in my 
State gave a production during three years of only 24 per cent 
of that from plants c1·opped twice during each season. 

· In the third year the heavily cropped plants produced only 
7 per cent as much forage as the plants cropped twice. 

The work done at the Great Basin Experiment Station nt 
Ephraim, Utah, proves conclusively that regulated grazing · is 
not detrimental to the land but that overgrazing is not only 
detrimental to the land but destroys the forage. Interesting 
experiments at that station show how nature rebuilds the 
vegetation on the land if given an opportunity. The earlier 
crops are not nutritious and therefore many of the cattle and 
horse feeding on these lands die of malnutl'ition. It is only 
after from 5 to 10 years that overgrazed lands may be brought 
back to 100 per cent of their productivity. Similar results 
have been obtained in Arizona, New Mexico, and other Western 
States. 

Ten representative cattle outfits on public domain ranges 
similar to the Santa Rita I'ange reserve in Arizona had an 
average ealf crop from 1916 to 1925- of but 53 per cent, an 
average death loss of 10 per cent, and suffered a 5.8 per cent 
loss annually on an investment of $55 per cow. (See con­
trasting statement for Santa Rita below.) 

Drought takes heavy toll from public domain ranges. Death 
losses from· cattle in the Southwest on uncontrolled ranges 
hav-e been as high as 30 to 50 per cent of cattle in some herds 
in a single year. In 1924, a drought year, many cows in 
southern Arizona had to be sacrificed at $16 or less a head, 
some with calves, and buyers refused to take the poorer animals, 
cutting back as high as 50 per cent of those offered for sale 
so that many of them had to be left on the range to die of 
starvation. At the same time cull cows in good condition 
were sold fi•om the Santa Rita range reserve, a similar type of 
range but regulated and conservatively grazed for beef, at $35 
a head and calves brought an average of about $20. 

The public domain together with the uncontrolled intermingled 
State and private lands form a considerable part of the water­
sheds which supply water for the 19,000,000 acres irrigated. 

The additional erosion resulting from depletion of the per­
ennial g1·asses which are the main soil binding plants is an 
important factor in the silting and shortening of the life of 
irrigation and livestock reservoirs. Some irrigation reservoirs 
are silting up at a rate of 1 per cent or more of their capacity 
yearly. Thirty representative large livestock watering reser­
voirs silted up at the rate of 1 foot a yea1·, giving them a life 
of less than 15 years. 

Heavy rains falling on depleted lands cause rapid run-off 
and floods which tear out roads, bridges, and other public 
works, coYer farm lands with a blanket of sand and gravel 
and fill the beds of navigable rivers. 

Depletion of soil fertility by erosion is seriously endangering 
futlll'e productivity of the land. · 

'l'he Jornada Range Reserve was fenced in 1912, then typical 
open public domain. By 1916 it had four times as much density 
of valuable grasses as adjoining uncontrolled public-domain 
range. Both areas were sel'iously affected by drought after 
1916. By 1924 the controlled range on the reserve had de­
creased to where it supported slightly less_ than half of its 
maximum density, but the uncontrolled range at that time sup­
ported but 6.75 per cent as much forage as the controlled range. 
In 1927, following two good years of growth, the controlled 
range was again back to its maximum ; the uncontrolled range 
had failed to recover noticeably and was covered essentially by 
worthless, poisonous, and low-value vegetation. 

At the United States sheep e;xpe.riment station in Idaho the 
controlled range is now approximately 20 per cent better than 
a similar adjoining open public domain; both areas have been 
grazed during fall, winter, and spring each year with sheep. 

Deferred and rotation grazing applied to a regulated range in 
Wyoming resulted in an increase of 100 per cent in the vegeta­
tive cover in three years, a greater increase than occurred on an 
a'rea totally protected from grazing-Hayden National Forest 
e.xperimen ts. 
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On the Jornada Range Reserve in New Mexico the average 

annual calf crop from 1916 to 1925, including seven years of 
drought, was 65 per cent, an average annual loss of 1.8, a net 
production of 63 animals from each 100 eows. This compares 
with an average calf crop of 50 per cent and death losses of 10 
J>er cent, or a net production of 40 head per hundred cows from 
public-domain range. The more efficient production under regu­
lation spells the difference between profit and loss. 

On the Santa Rita Range Reserve in Arizona the average 
annual calf crop, 1916 to 1925, was 73 per cent and loss 3% 
per cent and the cost of a yearling on the basis of 1925 values 
$17 a head. This was $5 less per head than it cost to produce 
yearlings on similar public-domain range. The reserve yearlings 
w&e fat and sold for $4 more per head, netting 7.4 per cent 
protit to the stockman on an investment of $85 per head even 
though prices were then unsatisfa_ctory. This compares wit.fl. 
a loss of 5.8 per cent on an investment of $55 on adjacent public 
domain. The outside range was overgrazed in pra-ctically every 
year. That on the Santa Rita was conservatively grazed. The 
numbers of livestock grazing on the reserve have been main-

. tained throughout the 13-year pe~iod, 1915 to 1927, inclusive, 
and at the end of that period the range was in excellent con­
dition. On the open public domain, however, the number of 
livestock varied extremely. The average for the period was 
less however, and now the range is badly depleted. 

0~1e cattleman in 1919, when cattle were high, purchased with 
borrowed capital a ranch and approximately 500 head of cattle 
grazing on regulated range in Arizona. By December, 1927, be 
had his ranch and cattle entirely free from debt, though this 
was a period of years considerably below normal. It was not 
a question of numbers but rather one of adequate feed and 
the opportunity to apply reasonably good management. 

Lambing with pastures and corrals on controlled range in 
Colorado resulted in saving over 7 per cent more lambs and 
with less labor than was secured in open-range lambing. 

The stand of vegetation can be maintained as well, if not 
better, under proper grazing than it can under total protection 
from grazing. 

An increase in vegetation from a density of 16 per cent of 
the soil surface to 40 per cent in high-mountain watersheds in 
utah caused a reduction in summer surface run-off of 55 per 
cent and in sediment eroded from 56 per cent. The year's 
water supp1y from the area was not materially affected, how­
ever since 95 per cent of the surface run-off comes from melting 
sno;. The 5 per cent from summer rains, however, carry 88 
per cent of the sediment. 

These eA."J)eriments, carried on for a number of years, are 
interesting and show conclusively the relation between the 
herbaceous growth on the land and the erosion of the soil. The 
increase, as I have just stated, of the vegetation from 16 per 
cent to 40 per cent decreased the . erosion 55 per cent. 

Regulated grazing on the Manti Forest, in Utah, has prac­
tically eliminated the disastrous floods which used to come from 
the watershed. 

A good vegetative cover improves soil structure, allowing 
greater moisture penetration; it increases the water-holding 
capacity by increasing organic matter ; it breaks the effect of 
wind · it binds the soil and lessens sheet erosion; it obstructs 
run-off, reduces the velocity of flow and carrying power ()f the 
water and by catching soil particles it tends to form miniature 
terrades on slopes and dams and fills in small gullies. Under 
such conditions erosion is usually slight, and flood waters tend 
to be controlled at their start. 

If it may be admitted, as I think it must, that the grazing 
on the public domain raises a serious problem, it would follow 
that some solution of this problem ought to be offered. 

A careful study will show that the grazing industry depends 
upon tlle central mountain section as a joint unit and ignores 
almost completely the question of State boundacy lines. As you 
know, there is a considerable migration, especially in the case 
of sheep, from ranges in various parts of Utah, Idaho, Wyoming, 
Nevada, and even as far as Oregon, to the winter ranges in 
southern and eastern Utah. This inclicates that the problem is 
a complicated one, particularly when it comes to handling such 
things as taxation. 

This is simply brought up as an illustration to show that this 
problem of grazing is not conftned to any one State. The State 
lines are not geographical divisions ; they are political divi­
sions. I am mentioning this point in view of the fact that a 
~eat many seem to believe it is not a national problem. 
b Taking for granted that some system of control is necessary 
if we are to preserve the great asset of public grazing, this 
brings us to the consideration of the best ·way to handle the 
problem. Some ba ve suggested that these lands should be 
turned to the State and could be handled better on ;:t State 
basi . This would require the establishment o~ some system 

analogous to the system already in operation on the national 
forests in each State. In order to supervise these lands, it has 
been estimated by Dr. George Stewart that it would require a 
man of such training and ability that it would be necessary to 
pay a salary of at least $5,000 per year. Three state-wide as­
sistants would be required. It is likely that these would cost 
the State an average of $3,500 each annually, making a total of 
$10,500. In my State it has been estimated that 12 range 
districts would be needed, each amounting to 2,000,000 acres in 
size. Each of these range districts would have one ranger di­
rectly responsible to the central grazing chief, and there would 
be an additional four guards to each ranger. 

These guards would have about 500,000 acres of land each 
under supervision. Experiences in the Forest Service have 
shown this to be the absolute maximum that one man could 
hope to guard. This figure is probably the most important num­
ber of the estimate and it has been scrutinized and criticized in 
a variety of ways in order to arrive at its approximate accu­
racy. This would make 48 guards, who, however, would not 
be employed regularly for full time. It is thought that one­
fourth of these might be employed four months, another one­
fourth for six months, still another one-fourth for eight months, 
and the remaining one-fourth for year-loog work. These periods 
of employment will be approximately the periods of the year 
that various parts of the public domain are E>uitable for grazing. 
This would involve a cost of $55,000 per year for these guards 
alone. It has been conservatively estimated that it would cost 
my State, as an example, a total of $113,000, or a cost of 
18/o- c~nts per cow unit for six months. These figures do not 
include any appropriation for investigation research, which 
would become not only valuable but almost necessary. It would 
seem that $15,000 per year would be a low estimate for this 
work. 

The income estimated by my State for graziug fees would be 
$120,000. This would be tiguring the privilege of grazing the 
600,000 cattle at 20 cents per unit for the grazing period. This 
might possibly be increased to 25 cents per unit. However, cer­
tainly not for the first few years, and until the carrying capacity 
of the range has been restored by means of careful grazing su­
pervision and management. This would mean a net loss to the 
State of $7,000 annually, without provision being made for an 
investigation research. As I have indicated, the same condi­
tions prevail in the other Western States, and while the figures 
would differ I feel sure the same ratio would be maintained in 
a study of each of the States. 

May I speak for a moment concerning the watershed ? While 
most of the watersheds of the West are in the national forests, 
the supervision of the public domain is therefore not so impor­
tant. Nevertheless, in many of the States it is a problem of 
considerable importance. Various tributaries of the Colorado 
River, for instance, drain watersheds in the public domain in 
eastern and sootheastern Utah. I have no doubt that this is 
also true of many of the streams in other Western States. 

Erosion is very general in these areas and although the 
streams rise principally in the national forests, many of them 
cross the public domain and improper grazing is bringing about 
a considerable amount of erosion. Such improper grazing is 
destroying the forest capacity of the grazing lands, and also 
increasing the silt problems in the streams and canals. 

Some have advocated the passing of the public domain into 
private ownership, but it is very doubtful if the amount that 
could be derived by taxation would be anywhere equal to the 
amount that 37¥.! or even 25 per cent of the grazing fees from 
the Federal Government would bring. 

Prof. George Stewart, of the Agricultural College of Utah, has 
made an extensive study of this subject, and I am taking the 
liberty of quoting some of his conclusions. 

The following points deserve consideration in deciding whether 
State control is more advantageous than control by the Fed­
eral Government: 

" First. There could, under one management, be a detinite and 
thoroughgoing correlation in the use of the summer and winter 
ranges. It has already been pointed out that these are used by 
the same stockmen and there is a regular movement from sum­
mer ranges to winter ranges and vice versa. 

"Second. The States are not geographical units; and Utah's 
winter ranges cross State boundades. Under separate man­
agement, friction of various sorts is certain to arise and some 
of this would in time, without doubt, reach the court ·. Federal 
control obviates this phase of the matter entirely. 

"Third. There are some interstate watersheds conspicuous 
among which is the Colorado River. One of the important fac­
tors in handling waters of the Colorado River will in time be 
the silting problem. You are aware already by first-hand ex­
perience of some of the complications arising from separate 
water rights in this respect. Some of these operate in favor of 
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F<>deral control and , orne in fayor of State control.- It is 
probable, .however, that the silting problem, -which is the chief 
pha. e with which grazing would be connected, is largely a 
matter that .b~ede~·al control would be more effective in han­
dling. Whatever the virtues of this statement, it is a problem 
that deserves consideration. 

"Fourth. It is likely that a higher net return wonld be derived 
by the State as a result of Federal control under the Forest 
Service. 

" Fifth. The civil-service method of employing Federal employ­
ees, as opposed to the appointi1e method generally used by the 
State bas ce1·tain ad\antages by way of permanent employ­
ment 'which gi1e the man a feeling of security. Roughly, it is 
Hafe to say that better men are employed for the same salary 
when employment is permanent and secure. 

" Sixth. It frequently happens that some valuable experience in 
one State may .be transferred to immediate application in an­
other State under a Federal form of admini~tration. There 
would be a considerable lapse of time before such an arrange­
ment would be operative under separate State .control. This 
might be overstated in pa1·t by the possibility of control initi­
ated on the part of separate States. Utah, however, would 
be touched on e\-ery boundary by a State each of which 
might have a different point of · view in these various prob­
lems." 

Gentlemen, I only want to say in conclusion that a real prob­
lem is before us. The public domain to which I have referred 

:is estimated to have a potential value of $26,000,000,000. No-· 
body is supervising it, nobody is exercising any regulatory con­
trol over it. The Interior Department, it is true, supervises the 
passing of title from the United States to the patentees, but 
other than that there is no control. 

Nomadic herds are going to parts of the country which would 
otherwise be occupied by home builders, depriving them of the-ir 
.feed that is necessary to support their livestock and thereby 
their families. Here is this problem lying at the very doors of 
Congres , and when we plead for consideration, when we plead 
for the establishment of a policy for the control of this stu­
pendously valuable property, we are scarcely able to arouse any 
interest whatever. 

I have introduced bills in Congress at this session which 
would give the Secretary of the Interior the right to supervise 
the grazing upon the public domain. He is first to consider the 
interests of the small home builder, the man who goes out into 
the country with the hope of building a home for himself and 
his family. After this, ·he is to take into consideration the 
l'ights of those who have heretofore used the 1·anges; and then 
he is to inaugurate a system of regulation and control that 

. will bring the pub lie domain back to 100 per cent of its pro­
.ductivity. Surely this is important and worthy of considera­
tion. 

The future of the livestoCk industry of the West largely de­
pends upon the action which Congress shall take in this im­
portant matter. It will do much toward stabilizing the indus­
try in the West. Moreover, if we do not rise to the situation 
before long, the asset of public grazing will have been largely 
dissipated, if not entirely so, because many areas of the West 
are not producing more than from 25 per cent to 50 per cent 
of their capacity. · 

What is everybody's problem seems to be nobody's problem. 
We introduce bills for the regulating of grazing year after year. 
. They sometimes get scant conside1·ation in our committees, and 
very much less consideration on the floor of the House. Year 
after year the Secretary of the Interior reports to us and 
recommends legislation such as I have indicated. 

The President of the United States in at least two of his 
messages has called attention to the necessity of some such 
regulation. We are so busy with other problems, sometimes 
looking afar for problems to solve, and we neglect some of the 
most important things lying at our very door. 

I can scarcely appreciate anything that would be more worthy of the attention of this Congress than the steps that are neces­
sary to preserve the great public domain. Its acres and acres, 
,worth billions of dollars, are in need of our care. We are 
intrusted with the responsibility of these lands. We must 
see that something is done. 'rhe Government has no policy 
with reference to its public domain. It is for us to formulate 
one. [Applause.] 

Many of the people in this country are asking for the con­
servation of the great resources of public grazing because of 
the revenue to be derived from it. We are asking for the con­
servation of this great resource for the benefit of our chil­
dren and our children's children. You ask for its conser­
vation for the dollars it may bring to this country ; we ask 
for its conservation for the happy, contented citizenship of the 
future. We t~n.k in terms of people, not dollars. Give us a 

chance to btlild better roads, 1:o have better schools, to make 
better homes, and we will continue to give to the Nation the 
greatest asset that this or any other nation could possibly . 
have-a patriotic, home-building, liberty-loving, God-fearing 
people. [Applause.] 

1\!r. DICKINSON of Iowa. :Mr.· Chairman, I yield fiye min­
utes to the gentleman from New Hampshire [Mr. WASON]. 

Mr. WASON. Mr. Chairman, contrary to my usual custom, 
I rise at this time to call your attention to a matter which is 
close to the hearts of Members of this House. As you well 
know, for a number of years I have held a position upon this 
subcommittee of the Appropriations Committee that prepar-es 
the annual agdcultural appropriation bilL 

When appointed upon this committee we had an eminent 
Member of the House, .Mr. Sydney Anderson, of Minnesota. 
Later he voluntarily left Cong1·ess to engage in other activi­
ties. Then the chairmanship went to the State of New York, 
to our distinguished colleague and friend, Walter w. llagee. 
It was a privilege and honor to serve with him upon this com­
mittee until the sad news from Syracuse was promulgated 
that he no longer breathed the breath of life. That ·was 
August, 1927. As the annual agricultural appropriation ·bill 
comes before the House to-day fond recollections of our tie­
parted Member fills our souls with grief. 

Under the guidance of Chairman Magee the House a lways 
felt that it received fair and courteous treatment. Members 
realized in him the full-grown, capable leader and friend, and 
in his demise this House and this Congress, those of us who 
knew him well, feel that we have lost a personal ·friend and 
know that the country has lost a capable and wise legislator. 

Mr. Chairman, as we present . this bill to-day our chair­
man [Mr. DIOK.INSON] "has kindly yielded me five minutes to 
express in a feeble way our regret in the death of our former 
chairman and colleague of this committee. He was a dis­
tinguished Member of the House. He is absent, but his influence 
and his ability and his friendship will not be forg(}tten as long 
as we who knew him retain our intellects and breathe the 
breath of life. 

His successor has been on the Appropriations Committee 
since tlie beginning of his second term in Congress, which was 
in 1921. Permit me to say th&t in the yea1·s I have been asso­
ciated on the Subcommittee on Agriculture with our colleague 
from. Iowa, Hon. L. J. DIOKINSONf we were very fortunate that 
he was available to succeed our former chairman. 

In the preparation of this bill under his guidance, care, and 
industry we have had harmonious meetings, studies, and careful 
consideration of each and every item, and I feel that I voice 
the sentiment of my colleagues on the subcommittee in saying 
that he · is a worthy successor to our departed friend and col­
league in this position, and I hope and believe that my words 
and prophecy will prove tru~ as the days roll on, and we will 
realize that the gentleman from Iowa [Mr. DICKINSON] is a 
worthy successor of our former chairman, Walter W. Mageer 

There are two other members new to our subcommittee at 
this session, although they are not new members of the App~·o­
priations Committee. One of them comes from the great State 
of Louisiana, who has been transferred from another subcom­
mittee to this subcommittee-Mr. SANDLIN, a valuable addition 
to the committee or any committee of this House. 

The gentleman from Washington [Mr. SuMMERs] has been a 
member of the Appropriations Committee for five years. His 
transfer from another subcommittee to this subcommittee is 
recognition of bis ability, wisdom., and devotion to agriculture. 
The membership of the committee is such that I am proud to 
say to the House that I value my humble position on this com­
mittee more than words can express. 

It is easy to talk about your associates, but the agricultural 
appropriation bill is an important bill to the producers and 
consumers of the United States. It carries a large amount . of 
money. We have spent five weeks in hearing testimony and 
in preparing the bill which carries over $143,000,000 appro­
pr·iation for 1929. 

I hope that our recommendations will meet the approval of 
the House and be of lasting benefit to those engaged in agri­
culture and to those in the United States who are dependent 
upon the success ·of agriculture. [Applause.] 

Mr. BUCHANAN. Mr. Chairman, I yield 45 minutes to the 
gentleman from Arkansas [Mr. OLDFIELD]. [Applause.] 

Mr. OLDFIELD. Mr. Chairman, several speeches have been 
made on tl).e floor recently, and I want to give some attention 
to each of those speeches. The gentleman from Michigan (Mr. 
KETCH.AM] delivered a speech on the farm situation in the 
country a few days agl) in which he quoted statistics from the 
Agricultural Depattment which at least tended to show that 
the agricultural population of the country is prosperous and is 



3790 CON GR.ESSION AL RECORD-HOUSE FEBRU ..ll{,y 29 
getting along all right, and is getting along much better than 

· it did prior to the passage of the Fordney-McOumber tariff 
. · law in September, 1922. I do not know what conclusion really 

woulcl follow from the statistics which the gentleman from 
Michigan quoted, but I do know that the farming people of the 
country are probably in worse condition to-day than they have 
been in a generation. 

In other words, the gentleman from Michigan [Mr. KETCHAM] 
tries to make this House believe that after the war was over 
and the Underwood law began to operate that the price of farm 
products began to deerease. In other words, the farmers began 
to go broke. Nothing is further from the truth. The facts are 
that tlle farmers of the country began to go broke when the 
Repuulican Party declared in their platform for "courageous 
and inteWgent deflation." Farm products were high and prices 
of farm Jands were high until this platform pledge was written 
in the Republican platform. The people know that it was due 
primarily and almost solely to the ruinous policy of deflation 
which President Harding and his administration imposed on the 
farmer::; and the country. They know it, because in the plat­
form adopted at its Chicago convention the Republican Party 
declared for " courageous and intelligent deflation." That a 
deflation poli'Cy was embarked upon immediately after the 
Harding adminish·ation came into power we all know. How 
courageous it was, men may judge for themselves; but as for its 
intelligence, I do not believe there is a living man who will be 
so bold or so foolish as to praise or to condone. It is strange 
that gentlemen who sometimes cry loudest on this floor about 
the distress of the farmer do less than anybody to aid when the 
opportunity is afforded to be of service. 

That tariff reform would go far toward the solutio-n 9f the 
problem of agliculture we know on no less an authority than 
the commission appointed by the United States Chamber of 
Commerce and the National Industrial Conference to study and 
report on the problem. Its chairman was a distinguished 
Republican, the Ron. Charles ~agel, of St. Louis, Secretary of , 
Commerce in the Cabinet of President Taft. Certainly he was 
not prejudiced against the Republican p'Olicy of proteetion, and 
yet in his report for that commission Mr. Nagel recommended a 
revision of the duties to remove some of the discrimination . 
again t agriculture. This report has been repudiated by Presi­
dent Coolidge, the Republican Party'sieader, and if any Repub­
lican in this body who professes to be a friend of the farmer 
has ever suggested writing those recommendations into policy 
I have not heard of it. Indeed, at the only oppo-rtunity which 
this body has had to go on record as favoring the principle of 
the Nagel report, many of those who have been moved almost 
to tears when telling of the farmer's plight icily voted to table 
the McMaster resolution and prevent any opportunity to revise , 
the tariff. 

The Agricultural Department tells us that from 1920 to 1925 
the value of farm lands in the United States decreased from 
$63,000,000,000 to $47,000,000,000, a decrease .of $17,000,~,000. 
That department also tells us that if we consider the shrmkage 
in value of farm equipment, buildings, and crops, the decrease 
go-es to $30,000,000,000. That is 50 per cent more than the 
value of all the railroads in the country. 

There has just been Lsued by the Department of Agri~ulture 
a pamphlet entitled •; The Farm Real Estate Situation, 1926-
27 " making some very interesting comparisons about the agri­
cu'Itural industry 15 and 7 years ago and now, a compari­
son that constitutes a terrific indictment of the Republican 
Party drawn in the house of its friends. The pamphlet written by 
E. H. "\Yiecking, an analyst in the Division of Land Economics 
of the Department of Agriculture, begins with these words: 

An average decline of 4 per cent in values was the outstanding devel­
opment of the year 1926-27 in the farm real~state situation. Declines. 
were especially marked in some of the Corn Belt and cotton States, , 
in some sections reaching 10 per cent. 

This drop, says this t:eport, brought farm real-estate values 
down to a level only 19 per cent above the 1912 to 1914 average, 
but-
reckoned from the 1920 peak, farm real~state values in early 1927 ' 
bad declined 30 per cent. 

Moreover, and worse, the author of this pamphlet shows 
that measured in-
constant dollars of the purchasing power • • • farm real~state 

values on March 1, 1927, were really worth 20 per cent less than 
they wet·e 15 years before, or 1912. 

The pamphlet next shows that the composite price index 
of 30 major products prepared by the United States Depart­
ment of Agriculture dropped within the year 1926-27 from 
143 to 127 per cent of pre-war; that net income available for 
capital invested in the agricultural industry decreased 21 per 

cent within the year; that the net ca::;h return. of lri,OOO 
farmers reporting to the depa1'tmeut dropped 13 per cent dur­
ing that year, while the -net outflo-w of farm population to 
the cities for that one year was 1.020.000 persons. Meanwhile, 
taxes have been steadily increasing, and in 1926 they were 
253 per cent of the pre-war taxes which the fanners paid a 
compared with 155 per cent of pre-war in 1920. 

During the same year the department received reports of 
40,000 farms sold at administrators or executors' sales, while 
163,000 farms were sold at voluntary .. ales or in trades. If the 
farmers had been prosperous they would not have been su 
eager to dispose of their property, so that it can well be 
imagined that very many of these farms were sold by their 
owners at heavy losses. In fact, the department says that-
reports are current of syndicates being formed for the purpose of 
buying up foreclosed and other distressed farms in the Corn Belt and 
holding them for a rise in value. 

Yet the gentleman from Michigan trie to make tl1e lleU"vle 
of the country believe that the farming population i · in good 
condition and is prosperous; much more prosperous than it 
w.as a few years ago. But that is not alL We find from .. ta­
tistics of the Federal Reserve Board that more than 3,000 
banks failed in this country un:der the present Harding-Cool­
idge Administrations. 

Mr. HASTINGS. To be exact, 3,941. 
Mr. OLDFI~LD. Nearly 4,000. As a matter of fact sta­

tist!~ will show that more than 95 per cent o-f tho e bank 
failures occurred in the agricultural edions of the country. 
Surely the farming population can not be prosperous when 
nearly 4,000 banks have failed in the agricultural ections of 
the co-untry in the last 7 years. Yet we are to-ld by the gentle­
man from Michigan th·at the farming population is pro perou . 

I think that is a sufficient answer to hi statement. No per­
son can dispute that statement. The Agricultural Department 
will not dispute it. Out hi Illinois, for instance, in the district 
of my friend ToM WILLIAMS, I think those black Illinois lands 
that sold for two and three hundred dollars an acre in 1920 
are now advertised for sale, under the hammer, and are being 
sold at $50 and $60 an acre, and they can not always be sold 
at those sums. So that undoubtedly conditions are bad in the 
agricultural sections of the country. 

What is the remedy? Some gentlemen on this floor think 
that the tariff ought to be reduced on tho"e things which the 
farmers have to buy; that is, the manufactured articles. The 
farm conference in St. Louis in 1926 passed a re~olution that 
that should be done. My friend from Iowa [Mr. DICKINSON] 
bas made several speeches on the floor threatening to have 
the tariff reduced on the manufactured articles which the 
farmers of the country have to buy, Yet, when we have an 
opportunity here to consider tariff legislation, he and eve1·y 
other Republican from Iowa-and all of the Members of the 
House from that State are Republicans-voted not to consider 
the proposition; not to consider the tariff question at this 
session of Congres ·. Of course, President Coolidge does not 
want the tariff question considered at this session of Congress. 
Secretary Mellon does not want the tarj:ff question considered 
at this session of Congres13. The Republican members of tile 
Committee on Ways and Means do not want the tariff question 
discussed at this session of Congress. But the farmers of the 
country would like to see the tariff brought -down on certain 
articles mentioned at the farm conference in St. Louis in 1926. 

Mr. COLE of Iowa. Mr. Chairman, will the gentleman yield? 
Mr. OLDFIELD. Certainly. 
Mr. COLE of Iowa. The Senate resolution called for revision 

downward, did it not? 
Mr. OLDFIELD. The Senate resolution provided that it was 

the sense of the Senate that exces~:~ive tariff rate in the present 
law should be revised. 

Mr. COLE of Iowa. In behalf of the farmers of my .part of 
the country I want to say that they do not want the tariff 
-revised downward on their products. On the contrary, they 
are insisting that it shall be ·revisBd upward. 

Mr. OLDFIELD. And what about manufactured articles 
which they have to buy? What do they say about that? 

Mr. COLE of Iowa. I do not believe the farmers are inter­
ested in reducing the tariff on those articles. They want to 
level upward and not downward. They are willing to let the 
industrial tariff remain where it is, but they do want increases 
on certain of their agricultural products. The Senate resolu­
tion was opposed by my colleague, 1\lr. DICKINSO-T, and by .the 
rest of u who represent Iowa, because we do not believe iu a 
revision downward of the agricultural schedules, and the Senate 
resolution called only for a revision downward. 

Mr. OLDF...IELD . • But not of the· ag:ricaltural ·schedules. 
l\Ir. COLE of Iowa. It did not make any exce-ption. 
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Mr. OLDFIELD. I will just read the Senate resolution- · 
• • • That many of the rates in existing tariff schedules a.re 

t>xces ive, and that the Senate favors an immediate revi.sion downward 
()f such excessive rates, establishing a closer patity between agriculture 
_and industry, believing it would result to the general benefit of all. 

There is nothing in that resolution that indicates that it was 
the sense of the Senate to reduce the tariff on agricultural 
products, but evidently they wanted to reduce the tariff on man· 
ufactUI·ed products. 

Ur. OOLID of Iowa. They made no exception of agricultural 
products; and what we insist on is an increase in the agri· 
cultural tariffs. 

Mr. OLDFIELD. Yes; but let me ask you this question: 
Why did you not vote to send the McMaster resolution to the 
Committee on 1\.,.ays and Means and consider that question of 
increasing the tariff on agricultUI·al products? You have closed 
the door against yourselves. 

Mr. COLE of Iowa. Oh, no. · 
Mr. OLDFIELD. Oh, yes; absolutely you have closed the 

door. Every man in this country, it makes no difference how 
humble he may be, may get up a petition upon any subject and 
send it to you or to me, and we drop it into the basket, and it is 
referred to the proper committee by the Speaker of the House. 
Here was a case where the greatest legislative body in the world, 
except this . House, sent a resolution over here by a vote of 54 
to 34. A majority of 20 in the Senate voted for that resolution. 
And yet every member of the Iowa delegation voted not to in· 
crease the tariff on agricultural products or a decrease of the 
tariff on the products that the farmer has to buy, but closed 
the door absolutely for this session of Congress for · any con­
sideration of this subject. 

Mr. DENISON. Mr. Chairman, will the gentleman yield? · 
Mr. OLDFIELD. Yes. 
Mr. DENISON. How does the gentleman from Arkansas feel 

about the revision of tlie farm schedule? Does he believe it 
should be revised downward or not? 

Mr. OLDFIELD. No; personally, I would be glad and will­
ing to revise the agricultural schedule upward if it is necessary 
and if it is shown that there is a difference between the cost 
of producing in this country and abroad. 

Mr. DENISON. Take rice, for example. That is produced 
in the gentleman's State. The gentleman knows that the pro­
()ucers of rice want the schedule increased. 
. Mr. OLDFIELD. Mr. MARTIN of Louisiana offered a bill to 

correct the tariff on the rice schedule, and the Ways and Means 
Committee turned it down cold and would not have anything to 
do with it because they were afraid it would open up some 
other features of the tariff law. 
. Mr. COLTON. Mr. Chairman, will the gentleman yield? 

Mr. OLDFIELD. Yes. 
Mr. COLTON. Did not that McMaster resolution provide 

for the downward revision of the tariff? . 
Mr. OLDFIELD. I read it just now. It means manufac­

tured articles. It says : 
Many of the rates in the existing tariff schedules are excessive--

It does not say agricultural or manufactured products, but it 
refers to excessive rates. It reads further-
and tllat the Senate favors an immediate revision downward or sueh ex- . 
cesslve rates, establishing a closer parity between agriculture and 
industry, believing it would result in the general benefit or all. 

I never heard anybody say on thi!;! floor or elsewhere that the 
disparity was because the agricultural schedule was too high, 
'6ut always that the manufactured schedule is too high. -

:Mr. LAGUARDIA. Mr. Chairman, will the gentleman yield? 
, Mr. OLDFIELD. Yes. . 
-Mr. LAGUARDIA. Assuming that the revision would be 

£1ownward, would the gentleman increase the tariff on agricul­
tural products and reduce it on manufactured goods? And does 
not the gentleman think that by increasing the tariff on agri· 
cultural products the cost of food would be increased to the 
people? 

Mr. OLDFIELD. Oh, the people buy things to eat just as 
much when they are expensive as when they are less expensive. 
They buy them just as cheaply as possible, -whether they are 
rich or poor. . _ · 
· Mr. LAGUARDIA. If there were not a tariff on women's 

garments, the manufacturers or dealers in this country would : 
send their designers to Europe, and we would import them. 

Mr. OLDFIELD. Maybe the gentleman takes the same posi­
tion as Doctor CROWTHER, who wants to forbid the admission 
of all those imports. 

Mr. BEEDY. 1\lr. Chairman, will the gentleman yield for a 
moment? 

Mr. GARRETT of Tennessee: Will the gentleman yield to me? 
Mr. OLDFIELD. Yes; I yield to the gentleman from Ten· 

nessee. 
Mr. GARRETT of Tennessee. Is it not a fact that the gentle. 

men who voted as they did, when that aspect of the Senate 
resolution was presented, voted against saying to their own , 
committee, known to approach these questions from the protec· 
tioni'lts standpoint and according to the protectionist theory, 
"We want you protectionists to consider a proper revision of 
these schedules "? 

:Mr. OLDFIELD. Certainly. 
Mr LEAVITT. Mr. Chairman, will the gentleman yield? 
Mr. OLDFIELD. Yes. 
Mr. LEAVITT. Now the gentleman's leader has told him 

what he has been trying to say. [Laughter.] 
?Jr. OLDFIELD. Yes; and he always tells it properly and 

well. 
Mr. LEAVITT . . As I recall, two years ago the gentleman 

stated that if he were revising the tariff he would take it off 
wool and wheat and meat and reduce the duty on sugar. What 
bas the gentleman to say about it now? 

Mr. OLDFIELD. I think the gentleman from Montana said 
that he would take some of the duty off manufactured articles. 
I think the gentleman referred to that the other day. 

Mr. LEAVITT. No; I would not destroy the farmers' market 
by 1 cent. 

Mr. OLDFIELD. If you had your way about it, would you 
reduce the tariff on manufactured articles, or increase them, 
or leave them as they are? -' 

Mr. LEAVITT. I would do what is necessary. [Laughter.] 
" Of course, the loud laugh that speaks the vacant mind " is 

heard before I have finished the statement. Some would be 
increased and some decreased, and so far as the agricultural 
products are concerned, in many cases it would be an increase:. 

Mr. OLDFIELD. And in no case would it be decreased? 
Mr. LEAVITT. I would not say that. 
Mr. RAGON. I would like the gentleman in connection with 

his remarks to say how the Senators fl·om the State of Mon­
tana, from which the gentleman comes, voted on the McMaster 
resolution? 

Mr. OLDFIELD. Both the Montana Senators voted for it. 
Now, Mr. Chairman, let me read what the gentleman from 

Iowa said. 
On Dece·mber 15, 1926, Mr. DICKINSON of Iowa said: 
I do not believe those or us from the Central West are going to 

s"tand for a high tart.fr and say there can be no reduction in the tariff 
on commodities where they make an excessive profit or assist in 
monopolizing the control of a commodity. 

And on March 2, 1927, he said : 
It will therefore be the problem of the farmer to study the tariff 

schedules and everywhere he sees that exhorbitant prices are being 
charged, or that excessive profits are being made, be will join hands 
with those who are asking for tari.II rertsion downward on such 
commodities in order to secure the equality to which he believes be 
is entitled. 

Mr. DICKINSON also cited the platform adopted at the St. ' 
Louis Farm Conference November 16 and 17 which contained 
the following declaration on th~ tariff: · 

We favor the removal or modification of unfair and excessi~e tariff 
duties that now afford shelter for price-fixing monopolies. It is idle 
to refer to manufactured articles on the free list as benefiting the 
farmer when materials entering into their manufacture ate . highl1 
and excessively protected. Therefore we urge immediate reduction on 
su<;h basic materials as aluminum, steel, and chemicals. 

In the same speech Mr. DICKINSON uttered this warning: 
In my judgment. the party leadership that either admits the lack 

of a program or shows a disposition to further delay an effort to pass 
this legislation with no substitute to offer, should be repudiated and 
dethroned. It is my purpose to leave no stone unturned to bring 
this question to a final decision at the present session of Congress. 

And yet the gentleman from Iowa voted not to consider the 
tariff question when he voted against sending the McMaster 
resolution to the Ways and .Means Committee, thereby plaYing 
into the hands of the enemies of the McNary-Haugen bill re· 
pudiating what he said on this floor in 1926 and 1927. 

Mr. HASTINGS. Will the gentleman permit me to say that 
the largest number of bank failures in the United States in the 
last eight years was 367 in the State of Iowa, and the largest 
in proportion to population of any State in the Union was ill. 
Montana, numbering 188. 

Mr. OLDFIELD. Now, Mr. Chairman, the gentleman from 
Iowa [Mr. DICKINSON] voted against the McMaster resolution 
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on the 17th day of January, and on the 20th day of January 
he introduced a tariff bill in the House, which was sent to the 
Ways and Means Committee, increasing tariff rates on agricul­
tural products. He preferred on the 17th of January to sustain 
the ruling of the Chair and to sustain the Republican organiza­
tion in the House, thus making it impossible on that day to 
have anything considered which he might introduce in the 
future. Yet he did introduce a tariff bill in three days after 
that, a tariff bill revising the tariff upward on agricultural 
products. I think that was a great deal more than incon­
sistency. Both of the Senators from Iowa voted to send the 
re~olution here, yet, as I say, within three days after that action 
was taken in the House he introduced a tariff bill which he 
knows will not be considered and which he knew would not be 
considered at the time he introduced it, and that he had pre­
viously helped by his vote on January 17 to make it impossible 
to have such matters considered. 

Mr. DENISON. Will the gentleman yield? 
Mr. OLDFIELD. Yes. 
Mr. DENISON. I know the gentleman from Arkansas is 

a gentleman who has some respect for the different duties of 
the two branches of our National Congress. Does not the 
gentleman think that a bill of that kind or a movement of 
that kind should have originated in the House rather than in 
the other body? 

Mr. OLDFIELD. The Senate recognized that. 
Mr. DENISON. I do not think they recognized it. 
Mr. OLDFIELD. Of course they did, otherwise they would 

have had some bill introduced there and started to consider it. 
However, they just passed a resolution saying it was the sense 

·of the Senate, and it passed by a vote of 54 to 34. If an ordi-
nary citizen should have sent such a statement here, it would 
have been forwarded to the Ways and Means Committee. 

Mr. DENISON. I do not believe the Senate had any more 
right to pass such a resolution than the House would have the 
right to pass a resolution saying that it was the sense of the 
House that the Senate should ratify some tr·etay. 

Mr. BLACK of New York. If the gentleman will yield, we 
have done that. · 

1\Ir. DENISON. Not with my vote. 
Mr. BLACK of New York. We did that as to the World 

Court. 
Mr. OLDFIELD. The gentleman from South Dakota [Mr. 

JoHNSON] had a great deal to say the other day as to why 
he was paired in opposition to this resolution, and why one of 
his colleagues voted one way and one the other way. Ap­
parently he was afraid, according to his statement, that what 
was done here would be misconstrued out in his district and 
in other districts in South Dakota. I think his trouble and 
the trouble of other Members of this House was that they have 
been trying to explain away their votes on this proposition. 
I think the gentleman from South Dakota is afraid that his 
vote here will be correctly understood instead of being mis­
understood. But what I object to about the gentleman from 
South Dakota is his quoting the senior Senator from South 
Dakota as saying that southern Senators had combined with 
Senators from the industrial East to defeat the McNary-Haugen 
bill. Now, any Senator or Member of this House ought to get 
his facts straight before he puts them in the RECORD. Now, 
what are the facts? I shall put the vote in the RECORD, or, 
rather, an analysis of the vote much fuller than I am going to 
give it here, because of lack of time, but 58 per cent of the 
Democ1·ats in this House voting on that question voted for the 
passage of the McNary-Haugen bill, and 51 per cent of the 
Republicans voting on that question voted for the passage of 
the McNary-Haugen bill. In other words, we had a greater 
percentage of Democrats voting for the passage of that bill than 
the Republicans had In the Senate 56 per cent of the Demo­
crats present and voting, voted to pass it there and 52 per 
cent of the Republicans in the Senate voting on the question, 
voted for the passage of the McNary-Haugen bill. 

Mr. ALMON. Was that at the last session? 
Mr. OLDFIELD. That was at the !ast session. Therefore 

no Senator and no Member of the House ought to get up on the 
floor of either body and try to mislead the people by saying that 
Southern Senators and Southern :Members among the agricul­
tural Members of the Democratic Party helped to defeat the 
McNary-Haugen bill. 

The Republican leadership on this floor tried to defeat it 
but they did not succeed. The present chairman, the man 
who occupies the chair now, Mr. TREADWAY, and Mr. TILSON, 
leaders on the Republican side, did everything in their power 

•to defeat this bill. But they did not defeat it; they could not 
defeat it because they could not get the votes. The President 
defeated the bill. The President vetoed the :McNary-Haugen 
bill and he had the able assistance of that great farmer, 

Andrew W. Mellon, in writing his message. Also that other 
great farmer, Herbert Hoove1·, helped· to write his message ; 
also that great farmer, Attorney General Sargent, -of Vermont, 
helped to write that message; and that other great farmer, 
Secretary Jardine, of Kansas, was on hand to help the Presi­
dent write his veto message. The President and his Cabinet 
did everything possible to defeat the McNary-Haugen bill in 
the Hcmse and Senate and failing in this vetoed the bill. They 
are going to try to defeat it again but I hope they do not 
succeed. The facts show that they are the people who defeated 
it. The President, in his veto message, said it was class legis­
lation, but the ink on his veto message had hardly gotten dry 
before he increased the tarur on pig iron 50 per cent. He 
increased it all he could. He did that for the benefit of the 
Steel Trust. Yet the record shows we exported 50,000 tons of 
pig iron last year and imported 132,568 tons and we produced 
36,289,112 tons. We imported less than one-third of 1 per 
cent of our production. Everybody knows that and there is 
no question or doubt about it. Under the flexible provisions of 
the tariff law he has .almost always increased the tariff except 
on b()bwhite quails, paintbrushes, and things of that kind. 

Mr. COLE of Iowa. Will the gentleman yield? 
Mr. OLDFIELD. Yes. 
Mr. COLE of Iowa. What was the tariff on pig iron? 
Mr. OLDFIELD. Seventy-five cents a ton, and he raised it 

to $1.12% a ton, just as much as he could under the law. 
Mr. COLE of Iowa. I know, l:mt the tariff on pig iron 

was very low, and the increase was correspondingly small. 
Mr. OLDFIELD. Does the gentleman think he should have 

done that? If the gentleman thinks he should have increased 
the tariff on pig iron and vetoed the McNary-Haugen bill at the 
same time, let him say so. 

Mr. COLE of Iowa. I have no objection to what the Presi­
dent did in behalf of pig iron, because the same President with 
the same pen a few months before had increased the duty on 
butter from 8 cents to 12 cents a pound, on "::heat from 28 to 
42 cents, and as soon as we can get it through the Tariff 
Commission, the same President, I believe, will increase the 
duty on corn from 15 cents to 22lh cents. That is the kind of 
President we want [Applause.] 

Mr. OLDFIELD. You can have him so far as I am con­
cerned. 

Mr. COLE of Iowa. He is in favor of increasing the duties 
on agricultural products and so are the farmers. 

l\Ir. OLDFIELD (continuing). And I think he wants to 
be nominated again, and I think probably the gentleman wants 
him nominated. 

Mr. WILLIAM E. HULL. Does the gentleman want him 
nominated? 

Mr. OLDFIELD. Yes. 
Mr. BLACK of New York. Will the gentleman yield? 
Mr. OLDFIELD. Yes. 
Mr. BLACK of New York. I have come over to the Repub­

lican side to make this statement. I do not think the gentle­
man wants to be unfair to the President. The gentleman has 
overlooked something he has done for the farmers. 

Mr. OLDFIELD. What is it? 
Mr. BLACK of New York. The only class of labor in the 

navy yards that had a salary increase last year was a couple 
of gardeners in the navy yards, and that was done in the inter­
est of agriculture. [Laughter.] 

Mr. OLDFIELD. Now, Mr. Chairman, I want to say a few 
words in reply to a speech made by my good friend, Doctor 
CRowTHER, here the other day. There are various tariff 
thoughts or views in the Republican Party, although not in the 
agricultural sections; but Doctor CROWTH.ER is consistent. In 
answer tO" a question that Mr. GARNER of Texas propounded to 
Doctor CROWTHER the other day, the· gentleman from New Y01·k 
[Mr. CROWTmm.] made a statement that I want to refer to. 
This is the question propounded by the gentleman from Texas 
(Mr. GARNER] : 

Mr. GAR~"ER of Texas. If I understand the gentleman's position with 
reference to the protective tariff, it is that he would produce everything 
in this country that we could produce and would not import anything 
that can be produced in this country. 

Mr. CROWTHIIR. I should favor such a proposal. 

Now, my friends, Mr. Fordney, who had a great deal to do 
with writing the Fordney-McCumber tariff bill, believed the 
same thing. Secretary of Labor Davis believes it so far as 
manufactured articles are concerned. I assume Doctor 
CROWTHER believes it with regard to manufactured articles and 
also with regard to farm products. 

The question referred to everything we can produce here, and 
I assume the gentleman means there should be a Chinese wall 
around America stopping everything at the wall-farm prod-
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nets and manufacture-d articles that can be produced in this 
country. 

I do not know how many Republicans believe this. I cer­
tainly do not believe it. But there is another \ery important 
Republican in this country who believes it. Secretary of Labor 
Davis is quoted in an editorial in tb.e New York Times as fol­
lows: 

America should ba ve a tariff that will not permit anyt hing to be 
imported from a foreign country that we can make in our own land. 

Mr. CROWTHER. Will the gentleman ~·ield? 
l\Ir. OLDFIELD. Yes. 
Mr. CROWTHER. I think in that same speech the gentle­

man will find a quotation that I put in the RECORD from Thomas 
J"efferson verifying that position. I wish the gentleman would 
read that. 

Mr. OLDFIELD. I will look it up and see if it is in here. I 
do not think J"efferson ever had any idea that we would have 
embargoes on any sort of product. I am sure he did not favor 
any such policy, and that is what the gentleman meant. That 
is what the gentleman's answer to the question would mean. 

Here we have a great country, and we can produce practically 
everything in America if the tariff wall were high enough, ex­
cept possibly coffee and rubber, and I notice Mr. Edison states 
we can produce rubber in this country. We would produce 
everything and bring in absolutely nothing. I wonder if the 
gentleman from New York would be in favor of that? 

Mr. CROWTHER. I do not want to bring in any farm prod­
ucts that would put our farmers out of business. 

Mr. OLDFIELD. Does the gentleman want to bring in any 
at all? · 

Mr. CROWTHER. We brought in $1,000,000,000 worth dur-
ing 1926. 

Mr. OLDFIELD. Does the gentleman want to bring in any 
at all? 

Mr. CROWTHER. I think it would be just as well if we did 
not bring in any that we can raise ourselves. [Applause.] 

l\Ir. OLDFIELD. That stops absolutely international trade 
of all kinds. 

Mr. CROWTHER. Ob, no; it does not. 
1\Ir. OLDFIELD. Absolutely; if you are not going to bring 

in a dollar's worth of farm products from abroad or a dollar's 
worth of manufactured articles from abroad, how are yon going 
to have any trade with foreign nations? 

Mr. CROWTHER. - Will the gentleman yield? 
Mr. OLDFIELD. I yield. 
Mr. CROWTHER. The gentleman from Arkansas and many 

other members of his party made just such speeches as this 
when the Fordney-:McCumber bill was under consideration. 

Mr. OLDFIELD. Yes. 
Mr. CROWTHER. They went down into the well tl1ere and 

wept copious tears and drew pictures of the world falling off 
into primeval chaos and the sta1·s ceasing to shine if we passed 
the Fordney-McCumber tariff bill--

Mr. OLDFIELD. Ask the question. 
Mr. CROWTHER. And yet :we have done more business with 

foreign countries under that bill than we have ever done under 
any tariff bill since such bills were written. 

Mr. OLDFIELD. Yes; the gentleman stated it brings in 
$600,000,000 a year to the Treasury; and, as a matter of ~act, it 
costs the people of this country, the censumers of America, $6 
for every dollar brought into the Treasury. 

Mr. CROWTHER. I would just like to know how the gentle­
man :figures that. 

Mr. OLDFIELD. All the experts and economists :figure it 
·that way. 

Mr. CROWTHER. Oh, I do not take much stock in experts. 
[Laughter.] . 

Mr. GREEN of Florida. Will the gentleman yield? 
Mr. OLDFIELD. I yield to the gentleman from Florida. 
Mr. GREEN of Florida. I want to say to the gentleman 

from New York that his expert tariff system protecting manu­
·facturing enterprises only is about to drive the tomato produc­
ers and other vegetable producers of my State out of business 
on account of the Mexican and Irish agricultural products 
which you are permitting to come in under your present tariff 
law. 

Mr. CROWTHER. And I am anxious to increase their tariff. 
Mr. GREEN of Florida. Why does not the gentleman's party 

clo it? Your committee will not bring out anything. 
Mr. CROWTHER. Mr. Cbairman--
Mr. OLDFIELD. :Mr. Chairman, I do not yield further. 
The statement of the gentleman from Florida is true. The 

Ways and Means Committee w·m not undertake to consider the 
tariff question and the gentleman from New York knows that 
as well as I know it. The gentleman will not undertake to do 

it because he is afraid something will get into the bill that he 
does not like. 

Mr. CROWTHER. Will the gentleman yield? 
Mr. OLDFIELD. Yes. 
Mr. CROWTHER. As I said to the gentleman from Texas 

[Mr. GARNER], the other day, I think we could pass a tarur 
bill here because we know bow to do business in the House. 
We can go over to our committee, and as I told him, I think 
wtth the help (}f the liberal-minded Democrats-! did not have 
tlie gentleman from Arkansas in mind, I was talking to the 
gentleman from Texas [Mr. GARNER], because I recognize the 
gentleman from Arkansas as a free trader, of course. 

Mr. OLDFIELD. I am not a free trader. 
Mr. CROWTHER. I would like to ask sometime the men on 

the gentleman's side of the House to rai e their bands if 
they subscribe to the theory of free trade. We would not find 
more than five or six of them. Your men are protectionists. 

Mr. OLDFIELD. Is the gentleman through with hiS 
question? 

Mr. CROWTHER. No. 
Mr. OLDFIELD. Ask the question. 
Mr. CROWTHER. Does not the gentleman think it would 

relieve. agriculture if we could get a rule for such a bill, bring 
it in here, and name the hour for the previous question and 
pass it, but we could not pass it in the other body? 

Mr. OLDFIELD. All right; I will answer the gentleman. 
I am perfectly willing to consider any bill the gentleman f1·om 
New York will introduce and am ready for its consideration in 
the Ways and Means Committee. The Democratic Party is not 
a free-trade body and never has been. The trouble about the 
gentleman from New York and the gentleman's President is 
that he wants a greater tariff than will equalize the difference 
between cost of production at home and abroad. 

Take the sugar proposition-the Tariff Commission more than 
a year ago reported to the President of the United States, upon 
the President's request, that $1.23 per hm;tdred pounds on sugar 
instead of $1.76 per hundred pounds was ample to take care 
ot the difference in cost between the production at home and 
abroad. They also called to the attention of the President the 
fact that the difference between $1.23, which was all that was 
necessnry, and $1.76 in the Fordney-McCumber tariff law cost 
the people of the United States $75,000,000 a year, and only 
$35,000,000 got into the Treasury. The $40,000,000 went into 
the pockets of the sugar producers as a subsidy. And yet 
President Coolidge pigeonholed the report and it was like twist­
ing a rabbit out of a hollow log to get it from him. Does the 
gentleman want a greater duty on sugar than that which will 
equalize the difference between the cost of production at home 
and abroad? That is what the Democratic Party will stand 
for-will yo-u do it? 

Mr. CROWTHER. I am not wholly in favor of that; I do 
think it is necessary· for a rate to be really protective. Ap­
parently, from statements the gentleman has made about the 
suga_r question, he is satisfied with the deductions and opinions 
of the Tariff Commission on sugar, but he did n(}t believe in 
it in regard to wheat, butter, and pig iron, all of which duties 
were increased. · 

Mr. OLDFIELD. I have not discussed the wheat or the 
butter question. 

Mr. CROWTHER. It took nearly six years to get the data 
and figures on pig iron and the consequent raise in duty. 

Mr. OLDFIELD. If anybody has been prosperous for the 
last six years it has been the steel companies and the auto­
mobile manufacturers, but the farmers have not been prosper­
ous either in my part of the country or the gentleman's part 
of the country. The tariff was increased for the purpose of 
increasing the price of steel Nobody wants an increase in the 
tariff unless it is to raise the price of their commodity. Is not 
that so? 

l\Ir. CROWTHER. It is not. 
Mr. OLDFIELD. It is true because it enables them to in-

crease the price. · 
Mr. CROWTHER. The gentleman does not seem to know as 

much as he ought to on this subject. [Laughter.] 
Mr. OLDFIELD. The gentleman knows that everybody is 

for the raising of the tariff for the purpose of increasing the 
price on the thing that the tariff applie_s to. And everybody 
knows people would not go to the expense of coming to Wash­
ington and lobbying for particular tariff rates if they did 
not think it would put money in their pockets. 

Mr. CROWTHER. That is not so and never bas been. The 
gentleman can not cite any facts to support that statement. 

Mr. OLDFIELD. It is not necessary to cite any facts on 
that propo-sition. Everybody except the gentleman knows it. 
. Mr. CROWTHER. The gentleman talks about the s teel com­
panies; he ought to know that a great many of the steel com-
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panies in this country were opposed to raising tbe duty on pig 
iron because their money was invested abroad in pig-iron 
plants. 

Mr. OLDFIELD. Nobody ever saw any great headlines in 
the newspapers to that effect. 

Mr. GARRETT of Tennessee. Will the gentleman yield 7 
1\Ir. OLDFIELD. I yield. 
Mr. GARRETT of Tennessee. The gentleman from New 

York says it took six years to get it out; in view of the Presi­
dent's former action, is not the gentleman surprised at his 
moderation? [Laughter.] 

Mr. CROWTHER. I am not, because I believe the President 
is a protectionist at heart and has the welfare of this country 
at heart. [Applause.] 

Mr. GREENWOOD. Will the gentleman yield? 
Mr. OLDFIELD. I yield. 
Mr. GREENWOOD. There is one instance I would like to 

call the gentleman's attention to, and that is linseed oil, which 
• is a component part of paint and which the farmers need. I 

trru:.smitted a communication to the President urging action 
on reuucing the tariff on linseed oil, because I appreciated the 
fact that he was the only one who had the power to do i~ since 
the House would not act. 

1 got a nice letter from the President, saying he had re­
ferred it to the Tariff Commission, and had it under advise­
ment. I also got a letter from- the Tariff Commission, saying 
that nearly a year ago they reported to the President that the 
duty ought to be reduced. 

Mr. OLDFIELD. ~e follows the recommendations oi i.lle 
Tariff Commission when it suits him, and does not follow them 
whe::~ it does not suit him. 

Now, the gentleman from Massachusetts [Mr. TREADWAY] 
made quite a speech the other day, and the burden was what a 
wonderful accomplishment the Limitation Armaments Confer­
ence was in 1922. Think of it ! The wonderful accomplish­
ment of the Limitation Armaments Conference! As a matter 
of fact, by that conference we lost 825,000 tons of battleship 
tonnage, aggregating nearly $300,000,000 worth of the finest 
battleships that ever floated the seas. Yet the gentleman from 
Massachusetts [1\lr. TREADWAY] thinks that was a great thing 
for the country. It was such a great thing for the country 
that they put it in the Republican platform in 1924, and the 
President in one of his speeches called the attention of the 
country to the fact that it did not seem to appreciate what a 
wonderful thing Secretary Hughes bad done at this armament 
conference. Of course, everybody knows that the British de­
stroyed only a few blue prints, some pictures of ships, while we 
destroyed $300,000,000 worth of the finest ships in the world, 
and the taxpayers will have to foot the bill. Some more of 
Coolidge constructive economy. Then the President wanted 
to ·get himself out of that hole, and he called a conference at 
Geneva, and what happened there? 

About the only thing they talked about over there was the 
tariff; but our commissioners went there with hat in hand and 
tried to persuade the British to destroy some of their sub­
marines and some of their cruisers. They pleaded with them 
and begged them to do it. Of course, they did not do it. In 
other words, Secretary Hughes went into this Limitations of 
Armaments Conference and matched his diplomacy against Brit­
ish and European and oriental diplomacy. He went in attired 
in full dress and came out wearing a barrel-and nothing else. 
The President went along and advertised to the country what 
a great thing bad been done for the world, and now it de· 
velops, several years afterwards, that what was done was a 
dis-service to the country instead of a service to the country 
and to the world. The Geneva conference was also a failure. 
I presume the Republicans will say in their platform this year 
that that was a great success. I can see them now writing 
into their platform a great boost for this Pan American con­
ference at Habana. Of course, we have not the official report 
of the Pan American conference at Habana, and it is impos­
sible for us to tell what was accomplished there, but we do 
know from the newspaper reports that the Central and- South 
Americans wanted to talk about the tariff down there ; they 
wanted us to reduce our tariff so that some of their products 
could find a market in thi~ country. Then they wanted to talk 
about immigration. Of course, those questions were taboo. 
They wanted to talk about Nicaragua also, and there was a 
good deal of talk about Nicaragua. The fact is, from the news­
paper reports, every country in Central and South America is 
suspicious of us. They fear this great colossus of the north. 
Not only that, but every country in the world to-day is sus­
picious of the United States of America on account or" our 
restrictions in respect to tarlff and other restriction.s upon inter-

-national tr~d~ we have put in our laws. 

We try to shut out everything that anybody else produces 
or makes anywhere in the world. Just take the city of New 
York, the greatest city in the world to-day. In 30 days she 
would be starved to. death if she did not buy anything. If she 
!lever. boug~t anythmg, she could not exist. There is no State 
m thts Un~on •. the great State of Pennsylvania or the great 
State of Illinois or any other State which if it sold everything 
and bou~ht nothing or bought e.;erything and sold nothing 
could exiSt. ' 

Mr. BLACK of New York. Is the gentleman speaking of 
votes? 

Mr. OLDFIELD. No; I am talku;_g about farm and manufac­
tured products. 

Mr. ARENTZ. Mr. Pueyrredon, the ambassador from the 
Ar~entine, is the only one who brought out the matter of a 
tariff. The argument against taking the tariff off Argentine 
beef was a matter of the foot-and-mouth disease. If the gen­
tleman from Arkansas or anyone else in the South wants that 
class of cattle to come into the American market--

Mr. OLDFIELD. Of course, I do not. 
Mr. ARENTZ. ~d break down the livestock industry of the 

co~try, then I think they would be a party to a very serious 
thmg. 

Mr. OLDFIELD. Yes. Is the gentleman through 7 
Mr. ARENTZ. Yes. 
Mr. OLDFIELJ?. I agr.ee with tbe. gentleman thoroughly. 

I do not want diseas~~ h~estock commg into America from 
anywhere. My propositlOn IS that the countries represented at 
Habana are suspicious of America. They do not like us· they 
fear us. They see us fixing to build the. greatest Navy in the 
world, so the newspapers say. 
~he world owes this country $25,000,000,000 to-day. Do you 

think th.at the world can owe us $25,000,000,000 and then we not 
trade w1th the world? Impossible! Economic law is the most 
for~eful law that we have. When they owe us that much 
mo~ey, we have to sell ~o them ~d we have to buy from them. 
~hi.s .country can not live unto Itself alone any more than an 
,mdividl_lal can. Therefore, I say to you that we ought to have 
our tariff law reasonable. Most of the Republicans used to say 
that all they asked for in the way of a tariff was a tariff high 
enough to equal the difference in the cost of production at 
home and a~road. I wa~ in favor of bringing the matter up 
in the committee and trYJ.ng to pass a bill and relieve them if 
the proof and .the. facts showed that it is necessary to have a 
reasonable tariff m order to cover the difference in cost ot 
production at home. an~ abroad, but if you can not get together 
on that so~t of a bill, if Mr. ~BOWTHE& will not agree to that 
so~t of a bill, then we could brmg it out of the committee onto 
this floor and let the House decide the kind of a tariff bill it 
wants to pass, and if the Senate changed it materially -we 
could refuse to agree to the Senate amendments· but' you 
gentlemen are afraid to have a tariff discussion. ' 

Mr. McMILLAN. The gentleman means the Republicans? 
- Mr. OLDFIELD. Yes; of course. · 

Mr. WINTER. Is not the gentleman from Arkansas satis­
fied with the pu~·chase of about $5,000,000,000 worth of goods 
a year from foreign countries? 

Mr. OLDFIELD. rtainly, if that much comes here 
Mr. WINTER. Is not that the fact? · 
Mr. OLDFIELD. I do not think it is that much. 
Mr. CROWTHER. It is considerably over $4,000,000,000. 
Mr. OLDFIELD. Here is the trouble about that. We export 

more than we buy, and so long as we export more goods than 
we buy, we are ahead. Do you believe we ought not to have 
any foreign trade? If you say that you do not want $5,000,-
000,000, then why $1,000,000,000 worth, and if you do not want 
$1,000,000,000, why any? Surely the Republican Party does 
not mean that they want a Chinese wall around this country 
an embargo, so that nobody can trade with us. Yet from th~ 
arguments you make--and you have gone back on that 8.l·gu­
ment about the difference in cost of production at home and 
abroad--

M.r. LAGUARDIA. M.r. Chairman, will the gentleman yield? 
Mr. OLDFlELD. Yes. 
Mr. LAGUARDIA. The gentleman says that all be requires 

is the difference in the cost of production at home and . abroad. 
Does the gentleman realize that taking the present cost of pr()­
duction and the present rate of exchange if the tariff were 
revised on that basis there would be an increase in the tariff 
on most manufactured articles? 
. Mr. OLDFIELD. Let me read yon something on that ques­

tiOn. 
The CHAIRMAN. The time of the gentleman from Arkansas 

h~s expir~_d. 
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Mr. BUCHANAN. Mr. Chairman, I yield the gentleman five 

minutes m(}re. 
Mr. OLDFIELD. Let me explain that thing to you. I pre­

sume a good many Members on this ftoor know Mr. Jackson 
Johnson, of the International Shoe Co., personally. He is at 
the head of the greatest shoe company in the world, with an 
invested capital of $75,000,000, and with thirty thousand and 
odd operatives. There is no protection on shoes and here is 
what he says about the tariff: 

The shoe industry neither needs nor wishes protection. Certain in­
dustries may need a degree of protection, but in a general way the 
tarilf is too high. No industry is entitled to 60 per cent to protect 
25 per cent. 

He further declared that there is a good deal of politics in 
the talk about the benefits of the protective tariff to labor, add­
ing that American wages are higher than European, not because 
of the tariff, but because of the greater natural resources of 
this country, the more efficient organization of American in­
dustry, and the greater productivity of the American work­
men. In the shoe industry he said that this superiority amounts 
to the production of twice as .many shoes per workman than 
in England. The ratio of labor cost to the value of product 
is as great or greater in the shoe industry than in any of the 
protected industries. 

I want now to read what 1\fr. Benjamin L. Winchell, presi­
dent of the Remington Typewriter Co. said. He said: 

We do not want a tariff, we don't need a tariff, and so far as I can 
see now, we never will need any. If we needed one, I am sure that 
we could get it. 

Of course, and everybody else knows that he could get it if 
he needed it. He would get it if he asked for it, whether he 
needed it or not, while the Republican Party is in power. 
, .When l\Ir. Winchell was asked if foreign competition had 

cut his company's business or forced it to reduce the wages of 
his workers, he laughed and said: 

All the foreign typewriters sold in the United States could be put on 
this table. There simply isn't any foreign competition. On the other 
hand, we have cat•ried the war into the enemy's territory so success· 
fully that the -Remington Co. sells more typewriters in Europe than all 
the European companies combined. In the case of Germany and .Italy, 
it sells them over a tariff barrier erected by those countries to keep 
t}lem out. 

Mr. LAGUARDIA. Mr. Chairman, will the gentleman yield? 
1\fr. OLDFIELD. Yes. 
1\lr. LAGUARDIA. Is not that because they have not learned 

to make typewriters abroad yet? 
Mr. OLDFIELD. Here is the reason which this gentleman 

gives. He gives the reason here: · 
Put the American workman in a modern factory,• give him the most 

improved machinery, put him under competent and intelligent fore­
men, and pay him high wages, and there isn't anything in the wot·ld 
that can touch him. He will turn out a better product than the foreign 
workman and he will turn out twice._as much of it. 

There is nothing on the face of the earth that can touch the 
American workingman. 

N(}W, the (}ther day Doctor CROWTHER referred to the textile 
industry as being in the dumps. Yet the textile industry has 
the highest tariff of any industry in America and pays the 
lowest wages. Nobody can dispute that. They have the highest 
tariff of any industry and pay the lowest prices. 

·The gentleman from New York also spoke of the cement 
industry. I do not know much about that. Then he talked 
about the railroads. Everybody was in the dumps. And yet 
the President has proclaimed general prosperity. You have 
had the Fordney-McCumber tariff since 1922, and under it we 
have the highest tariff rates that this country or any other 
country has ever seen; and now, forsooth, when we have 
hard times in the coal industry and in the textile industry 
and in agriculture and when 4,000,000 men are out of work 
and half that many m(}re working part time what do the 
Republicans want to do? These quack doctors of the Repub­
lican Party have always said : " Raise the tariff, and it will cure 
all the industrial and economic ills of the country." Now, what 
do they want to do? They want to giYe them a double dose of 
the same medicine. President Wilson was right when he said 
the Republicans had n(}t had an original idea in the last 50 
years. [Applause.] 
: Mr. BUCHANAN. · Mr. Chairman, I yield 50 minutes to the 

gentleman from 'l'exas [Mr. MANSFIELD] . 
. The CHAIRMAN. The gentleman from Texas is recognized. 
. Mr. MAf.'lSFIELD. Mr .. Chairm~, I recently clipped from 

the WaShington Star a dispatch, ~hich I ask the Clerk to read. 

LXIX--239 

The CHAIRMAN: Without objection, the Clerk will read. 
The Clerk read as follows : 

HOLDS FARM ILLS DUE TO LAZlNESS--T. F. HOPKINS, LABGE-SCALE OPJ!lR• 

ATOB, BLAMES AUTO FOR RURAL PLIGHT 

CHICAGO, January 31.-What's wrong with the farmer, according to 
T. F. Hopkins, of Liberal, Kans., is that he lacks gumption and "get­
up." Hopkins, who owns and operates a 2,000-acre farm near Liberal, 
voiced his views at the Interstate Commerce Commission bearing on 
grain rates now being held here. 

"The American farmer is shiftless and lazy," said Hopkins. "He 
joy rides around in unpaid-for automobiles instead of attending to his 
work." 

Hopkins had been called to testify as to his methods of farming, 
because the commission had been told his operations have been suc­
cessful. 

" Every farmer who spends his time tending his farm is making a go 
of it," be said. " If the average farmer worked as bard as the business 
man in the city, we wouldn't hear any more of this talk about hard 
times on farms. . 

"We have some good farmers, but we have a lDt of poor ones. Most 
of these unsuccessful ones buy automobiles on the installment plan 
before they get their crops harvested. Any lack of success they have 
is due to laziness, shiftlessness, and improvidence. The automobile is 
a necessity, but it is too big a temptation for most of them, and they 
spend more time riding around than is good for their farms. 

" On my own farm I do everything by machinery and tractors. I 
haven't a single horse or mule on the place." 

1\fr. MANSFIELD. Such is the viewpoint of the roan who 
cultivates 2,000 acres by high-powered methods. His establish­
ment will represent an investment of at least a quarter of a 
million dollars. 
· A writer in the Saturday Evening Post of last spring, l\Ir. 

Garet Garrett, in a series of articles presented some interestirig 
th(}ughts upon the farm problem. Under· his proposed soluti~n, 
one-fifth of the people engaged in agriculture should be driven 
from the farms int(} (}ther pursuits, and let the other four-fifths 
cultivate la~ger tracts of land by high-power machinery and 
(}ther methods so as to reduce the cost 'of production. He · said: 

At the end of the ~egional agri~ultural conference held la~t y~ar 
at Salt Lake City one man stood forth and said, "There is only one 
solution for the farmer to-day. Seventeen per cent must be ruined and 
driven off the land." 

These words produced a deep psychic scandal. What a monstrous 
suggestion ; yet everyone knew the truth. The truth is that one-fifth 
of the people now enga.ged in agriculture are economically unnecessary. 
They are wasting their labor and capital ; they are a liability on the 
fom·-fifths who, with a very slight improvement ·of method, o.r with 
only the incentive of a little more profit, could easily produce the crops 
at a much lower average cost. The marginal fifth of the farm popula­
tion is the body of distre8s. It adds to the surplus the breaking w·eight 
when the pricE:: is high and clamors fo.r relief when the price is low. 

Mr. Garrett expressed the view that the farmer did not 
understand the methods of either industry or agriculture. He 
said: 

Not only is it difficult for the farmer to understand industry, there 
is a second complication. He does not understand agriculture either. 

Commenting upon the farmers' belief that industry had pros­
pered by the tariff and by organization to control surpluses 
and prices, he said : 

Power of organization is not the secret of industry's profit. Neither 
is it the tariff. The secret is method. And that is the hardest stogie 
truth to put upon the farmer. He wishes not to. believe it; or if he 
does believe it, he is obliged to look to his own methods. He would 
much prefer to think it is organization. • 

l\1r. Garrett is an advocate of big business, on big-business 
methods-mass production by high-powered machinery. If little 
business can not compete, let it go to the wall. These methcds, 
he claims, have made the success of industry, and can be 
applied with equal success in agriculture. He further says : 

Fortunately, as it happens, the great staple crops that get agricul­
tQre into trouble, such as cotton, wheat, and co.rn, of which we produce 
an exportable surplus, are the crops that lend· themselves to methods ot 
intensity and power. The problem is not the price ; it is how to reduce 
the cost of production to a point at which we can afford to sell the 
surplus at the world price, whatever that is. 

He has a great deal to say of the little farmer, who is with(}ut 
method. He says : 

And bow involved the agricultural pattern becomes to be. · The old 
and the new are in conflict still. A . man with a mule and one bottom 
plow ·cotton patching in Alabama-; · another producing cotton oy · the 
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tractor method on a low-cost basis in Texas--the same staple for the 
same · market. Which do you think will survive? 

Mr. O'COl\""NELL. Mr. Chairman, will the gentleman yield 
-there? 

Mr. MAKSFIELD. Yes. 
Mr. O'CO~ELL. Might not that gentleman's attitude be 

due to the fact that he thinks there are more and better farm· 
ers in Texas than in Alabama? · 

Mr. MANSFIELD. That is probably true; but he is in error, 
I belieYe. 

.l\Ir. Mo:UILLA.J.~. He is more of a geographical expert than a 
farming expert? 

Mr. MANSFIELD. I believe he is an expert on paper 
farming. 

In another connection he uses this language : 
The one-mule cotton patcher in Alabama is the weevil in the fortune 

of the man producing cotton at a low cost by high-power methods in 
Texas. 

Now, we all know that the only thing to do with the weevil is 
to poison him. This writer would have us treat the ·little 
farmer in that way when his business interferes with the busi­
ness of the big farmer. 

Just why this gentleman should give to the farmer of my 
State such a distinction over the farmer of the State of Ala­
bama is beyond my comprehension. I can account for it only 
on the supposition that he may at some time have attempted 
real dirt farming in Alabama, while his Texas ventures have 
evidently been altogether on paper. 

These were not the only allusions he made to the high-power 
Texas method~ of producing cotton. He referred to the way in 
which we use the airplane and the tractor in dusting the 
poison upon the vast domains of cotton to kill the boll weevil. 
Also to the sledding process of gathering cotton, by which one 
man with this machine can do the work of a dozen or more 
cotton pickers, who insist" upon picking cotton as our grand­
fathers picked it, by hand, out of the boll, one boll at a time. 
He assumes, of course, that all these high-powered methods of 
which he speaks have passed the experimental stage. 

It is admitted by all that the sledding machine gathers with 
the rotton vast quantitie~ of bolls, hulls, limbs, and trash of 
every description, but then, it is claimed, another high-wwered 
labor-saving machine is applied at the gin. This machine, at 
low cost of operation, so thoroughly and completely separates 
tbe lint from the trash that' the staple, when offered in the 
market, is so nearly faultless that it can not be distinguished 
from that which, when garnered, may have felt the delicate 
touch of the dainty fingers of a modern Ruth. 

Oh, Mr. Chairman, cotton farming in Texas· on paper is the 
most fasc1nating and successful business in all the world. Why, 
sir, it surpasses even the dreams of Henry Ford or Charles M. 
Schwab. Yet we :find that in the year 1926 a tiny Government 
report, no larger than a man's hand, gave to the cotton market 
such a nose dive thn:t the farmer, big. or little, has not yet 
recovered from the shock. What the cotton farmer now stands 
most in need of is a parachute of some kind that will enable 
him to strike the bottom a little more gently the next time. a 
department official opens his mouth. 

The sledding process of gathering cotton having been referred 
to in such glowing terms, it should not be peTmitted to pass 
without further knowledge of the facts. Mr. Garrett's articles 
publi bed in the Saturday Evening Post, have been read by 
several million people, who have been left under the impres­
sion that all the cotton crop of the United States can be 
gathered in that manner and at comparatively small cost. 
Gathering the crop being the greatest of the cotton farmers' 
problems, and it supposedly having been by this process so 
successfully solved, the farmer can prosper, if he will, and 
neither needs nor deserves any consideration at the hands of 
Congress. But what are the facts? 

The sledding process can not be applied at all exce-pt in a 
few limited areas near the north border line of cotton produc­
tion. Parts of Oklahoma and ·that portion of Texas known in 
history and in song as the Llano Estacada, or Staked Plains, 
are so far the only places where any extensive use of the sled 
has been made. In those sections, the Department of Agri­
culture in conjunction with the agricultural and mechanical 
colleges of Texas and Oklahoma have experimented quite exten­
sively. Many thousands of bales have also been gathered by 
the farmers in those sections, with a greater or less degree of 
succes.-.. 

In the year 1926, on account of the great slump in the cotton 
Jp.arket, and on account of a scarcity of labor, the cost of 
picking and ginning a bale of cotton was about equal to the 
market value of the cotton after it was made ready for the 
market. Consequently, large quantities were permitted to go 

to destruction in the fields. Sleddfug was· extensively practiced 
in the regions where found practicable, but principally, bow­
ever, as a salvaging proposition. Several hundred thousand 
bales were gathered in that manner, but in 1927 we :find that 
only 50,000 bales were so gathered. The facts will disclose the 
reasons for this reduction. 

Not relying altogether upon my own judgment as to the 
sledding of cotton, I . wrote to Hon. GeoTge B. Terrell, head of" 
the department of agriculture of the State of Texas. I hav(f 
here Mr. Terrell's reply, which I will ask the Clerk to read. , 

The Clerk read as follows : 
DEPARTMENT OF AGRICULTURE, STATE OF TEXAS, 

.Austin, Janua,-y W, 19'28. 
Bon. J. J. lli~SFIKLD, 

Men~>bet· of Congress, Washington, D. 0. 
MY DEAR Sm: Yours of the 16th in regard to the process of sledding 

cotton has been received and contents noted. 
In reply will state that this method of gathering cotton is used only 

in the Panhandle section of the State. It is a very rapid process ot 
gathe1·ing cotton and the cost, I presume, would be less than $5 per 
bale for gathering cotton by this method. 

The cotton must be matured and practically all open before the 
sledding can be done, as it strips all the bolls and limbs from the cotton 
stalk, and no more cotton can be made after the sled passes over tt. 
It also lowers the grade of the cotton very materially, as slcd~ed 
cotton usually brings about 2 cents per pound less than cotton plckedl · 
by hand. 

I do not know anything about the ·ginners charging $7 per bale extra. 
for ginning this cotton because of the limbs, trash, and bolls in. the 
cotton. It is possible that they make some extra cha.J:ge for 'cleaning . 
this cotton. 

I would advise you to write Victor H. Scholfelmayer, of the Dalla~ , 
News, Dallas, Tex., C<lncerning this matter, as he has been in the plains: 
country and made a study of this method of gathering cotton, and can: ; 
give you more detailed information than we can give you from our 
department, as this method does not concern us in administration ot 
agricultural laws but only concerns us as an economical and time­
saving proposition. 

Respectfully, 
GEORGE B. TERRELL, OommiBsioner. 

Mr. Terrell advised me to write to Mr. Victor H. Schoffel- . 
mayer, agricultural editor -of the Dallas News, who is doubtless , 
the best authority in the United States upon this subject. I . 
wrote Mr. Schoffelmayer, and have here his reply, which I will 
ask the Clerk to read. 

The Clerk read as follows : 

Mr. J. J. MANSFIELD, 

THE DALLAS NEWS, 

Dallas, Tef£., Jan.uat·y 28, mtJ. 

House of Representatives, Washington, D. O. 
DEAR MR. MANSFI1i::Ln: In reply to your inquiry about cotton sledding, 

at the present time this process is not adapted to any but the plains 
area, as it can be used only after killing frost. During 1927 only 
50,000 bales were harvested in this way, because of the long, mild fall, . 
and also because of a large supply of cheap band labor. In the previous 
season. however, much more than this amount was gathered by sleds, 
though they did not come into vogue until after Christmas. 

At the present stage of development the sled is still problematical, . 
but it will play a big part in the plains area in the next few years. , 
You understand, of course, that it is not confined to the Panhandle . 
region. to which you refer, as its first general use was around Lubbock 
in the south plains section. 

The usual cost for cleaning sledded cotton ranges between $2.50 to . 
$4 a bale extra. The $7 figure given you must have applied to the 
whole ginning process. 

If we can be of any further service to you, please let us know. 
Yours very truJy, 

VICTOR H. SCHOFFELMA.YER, 

Agtic-uZtural Editor. 

Please get report by A. P. Brodell and M. R. Cooper, United States 
Department of Agriculture, " Requirements and costs for ·picking, 
snapping, and sledding cotton in west Texas." 

I have the Brodell and Cooper report referred to in the post­
script of Mr. Scho-ffelmayer's letter. It contains some very val­
uable information, but, consisting of several pages with a num­
ber of tables of. comparative costs, is most too long to be in­
serted in the RECORD. It is the only formal publication i sued 
upon this subject by the Department of Agriculture. 

At the bottom of page 6 of the Brodell and Cooper report 
is a table of comparative costs of gathering and ginning a 
bale of cotton in Texas as to both sledded and hand-picked 
cotton. It is shown that according to the scale of wages pre­
vailing there at the time that the total cost of gathering and 
ginning a bale in the Great Plains district of Texas when 
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picked by band was $22.33, while the cost when sledded was 
$12.39 per bale. On its face this represented a difference in 
cost of $9.94 in favor _ of sledding. But when we take into 
consideration the fact that the bale of sledded cotton sells in 
the market at $10 less than the bale of band-picked cotton, 
then there is an actual cash balance of 6 cents per bale in 
favor of the hand-picked cotton. 

This report, as well as all other authorities, shows that the 
sledded cotton sells at 2 cents per pound less than hand­
picked cotton. This is a loss of $10 on each 500-pound bale. 
On larger bales th~ loss per bale is correspondingly greater. 

Of course, there may be times, as in 1926, when, as a salvag­
ing proposition, it is advisable, where practicable to do so, to 
use the sledding machine, regardless of the difference in cost. 
A scarcity of labor for band picking may also render it neces­
sary to use the sled in some instances where otherwise it might 
not be used. 

Then, again, owing to the shortness of the seasons where 
sledding bas been in operation, many of the cotton bolls do not 
mature and open. Still they contain lint, which has some value. 
This is known as "bollie" cotton. It can not be picked by 
hand, but can be salvaged by sledding. Several thousand bales 
can be saved in this manner which would otherwise go to 
destruction. 

Mr. Garrett's observations were made in the spring of 1927, 
following the rather optimistic reports on the sled gathering of 
cotton in the fall of 1926. He assumed that it had passed the 
experimental stage, and he also failed to take into considera­
tion the fact that the method can be applied in only a very 
limited portion of the area of cotton production. If he will 
review the case in the light of the present time, be will ask to 
revise his remarks. If he should await the lights of another 
year, he might, then, possibly, ask to expunge them from the 
record. 

Mr. Garrett is in error in · assuming that the high-powered 
mass-productive methods of cotton farming in Texas have been 
altogether successful. Rather, it might be said that such 
method has been weighed in the balance and found wanting. 
Up to this time the most successful farmer has been the man 
who has endeavored to curtail his production to that which can 
reasonably be gathered by the members of his own family. The 
so-called " cotton patcher ." · . 

Any known method of intensive cotton farming must, of neces­
sity, be carried on with hired labor. Labor has left the farms 
and gone to the cities and to the industries. It is now so scarce 
on the farms and so high priced that the cotton crops produced 
by it will not pay the cost, except, possibly, in an occasional 
year. This is true no matter what method is carried out. 

Furthermore, the high-powered intensive methods of cotton 
farming referred to would in a few years exhaust the fertility 
of the farms to such an extent as to render them almost worth­
less. Under such system it is not practical to rebuild or main­
tain the soil by a systematic rotation of crops as can be done 
by the man who plants only a small portion of his farm in 
cotton. 

A farmer can, of course, improve upon his methods of farm­
ing and should do so. But he can not escape taxation, nor can 
he materially improve his marketing conditions without Gov­
ernment action to assist him. If he had nothing but the home 
market to deal with, he might possibly do so, but the marketing 
of the leading farm products is now a national and inter­
national p1·oblem. Cotton produced in the United States is sold 
on the markets of all the leading European countries, while 
cotton products are sold to all the world. 

Tariff can aid the farmer so far as home consumption is 
concerned, but has no effect upon those crops that are sold 
abroad. It is idle for anyone to contend that the farmers 
themselves can deal with such international trade or marketing 
conditions. It is a problem for our Government. The McNary­
Haugen plan is intended to take care of such conditions. Some 
say it will work; others say it will not work. We can never 
know until it is tried. If it works it will be a great boon to a 
large class of people sorely in need. If it does not work it can 
be cast into the discard. 

I respectfully submit, sirs, that those who consider the Mc­
Nary-Haugen plan a "price-fixing" measure have failed to 
comprehend its purpose. Under its operation no board would 
ever invoke the power conferred upon it as long as marketing 
conditions were normal. Its purpose is to secure orderly mar­
keting of staple farm crops and prevent slumps and panics 
such as we had in the cotton market in 1926 and in the rice 
market of the past year. 

The fact that every five or six years there is a temporary 
overprodu~tion of cotton is no reason why a world panic should 
be cr·eated in the cotton market. The record shows that in a 
series of years we have as many years of underproduction as 

we have of overproduction. With properly regulated marketing 
conditions neither should be the cause for alarm. 

It is largely the irregularity of the markets that cause these 
extremes in production. The high prices that obtain in a year 
of underproduction usually cause it to be followed by an over­
production, and vice versa. Such fluctuating conditions are the 
paradise of speculators and stock gamblers, but they keep the 
farmers' nose to the grindstone. If the consumers should 
occasionally get the benefit of cheaper cotton goods, the net 
result would not be so bad, but we find that such is not the 
case. No matter what the price of cotton, the man who wears 
socks, shirts, and one gallus continues to buy them at the same 
price.· 

Temporary fluctuations in the price of cotton, no matter how 
great they may be, have but little effect upon the price of cotton 
products. It is not unreasonable that this is the case. When 
we had the slump in the cotton market of 1926, the cotton goods 
being sold at that time were made of cotton for which a much 
higher price was paid by the spinners, consequently there was 
no reduction in the price of cotton goods. The manufacturers 
know that in a year or two the price of cotton will be evened 
up, no matter how high -or how low it may. occasionally go 
for a season. Conditions such as I have mentioned, aided by 
the tariff and by organization, render it possible for the manu­
facturers to market their products in a more orderly manner 
than is ' possible for the farmer to do. I, for one, believe we 
have the legal light, and that it is our duty to come to the 
aid of the farmer in helping him to improve his marketing 
conditions. Of course, men may differ as to the plan of such 
aid. 

Roughly speaking, Mr. Garrett's plan of farm relief is to 
drive from the farms those who grow cotton on a small scale 
and let those continn~ in the business who grow it on a large 
scale by high-powered labor-saving machinery. This is the way 
he says big industry has succeeded over little industry, and 
that the big farmer should drive out the little farmer in the 
sa:me way. No trust ·ever had a more able or willing defender. 
Instead of seeking to curb the power of the trusts in industry, 
he would even extend it tQ agriculture, to · whom all mankind 
must look for food and raiment. 

The main purpose of Mr. Garrett's series of articles was as 
a criticism of the McNary-Haugen plan of farm relief. He 
deplored the mentality of the farmer who believed in it and 
criticized the motive of the lawmaker who advocated it. 

I have here called attention to two methods of proposed farm 
relief. Mr. Hopkins, the Kansas autocrat of 2,000 acres, who 
has neither horse nor mule on his princely plantation, to say 
nothing of an ox or an ass, would deprive the little farmer and 
his family of the use and pleasure of an automobile. Mr. 
Garrett, the paper farmer of Wall Street, woul~ drive him from 
his home and compel him to seek employment elsewhere. In 
either case, the so-called "cotton patcher" is left between the 
devil and the deep blue sea. 

This reminds me of the story of the young man upon his 
examination for license to practice law. When asked to define 
the difference between murder and manslaughter, he replif!d 
that . there was no difference. When called upon to explain, 
he said that to the man who was killed it mattered but little 
whether he was murdered or manslaughtered. 

So it is, Mr. Chairman, with the little farmer or the " one-mule 
cotton patcher." By the sweat of his brow he feeds and clothes 
a multitude, who may "joy ride" in automobiles while he and 
his family must travel in a more humble way. This is the 
viewpoint of Mr. Hopkins. According to Mr. Garrett, be must 
be driven from his home to seek employment elsewhere. 
_ To the little· farmer . and his family it matters but little 

. whether their home and business is to be murdered in the one 
way or manslaughtered in the other. 

Mr. Garrett further says: 
The Texas growers are not interested in acreage curtailment. For 

that reason they are complained of bitterly. But why should they 
reduce their acreage? Rationally, t hey should increase it as fast as 
possible, and be encouraged to do so, because they are saving for this 
country what the old Cotton Belt people were by way of losing­
namely, a dominant position in the cotton culture of the world. They 
are saving it as we have sa ed other advantages in the field of inter­
national trade. We met the low-wage labor of the world with high-wage 
labor and beat it by superior methods. 

The best possible answer to this contention that cotton farm­
ers should increase their production is found in the actual 
results of 1925 and 1926. In 1925 the crop was about 16,000,000 
bales. In 1926 it was about 18,000,000 bales. Yet .- the smaller 
production of 1925 sold for approximately one-half billion dollars 
more than was received for the larger crop of 1926. 

- ., 
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At $100 per bale, the 2,000,000-bale surplus of 1926 would 

ba,,e been worth $200,000,000. By permitting that surplus to 
be dumped upon the market, as was done, it caused a loss to 
producers and local dealers of about two and one-half times 
its own yalue. In other words, if the farmers themselves, col­
lectively, could in some way have purchased this 2,000,000 bales 
outright at a fair price a.nd then destroyed it in a great bonfire, 
they would still have been the net gainers of about $300,000,000. 
The ~e are enormous figures to deal with, and a solution of this 
serious problem is worthy of the best thought of our land. 

If the 1\IcKary-Haugen bill had been in operation, and had 
been found workable, it would have kept that 2,000,000-bale 
surplus off the market entirely in 1926, and without loss to 
the farmers. The board could then, through the medium of a 
threatened equalization fee, and organization of the farmers, 
have forced a corresponding reduction in the plantings of suc­
ceeding years, until this 2,000,00(}..bale surplus could have been 
absorbed. To have accomplished this would have required the 
expenditure of about $40,000,000 from the revolving fund, which 
would have been returned to the revoldng fund without loss at 
the end of the transaction. 

Of course, this is all dependent upon the law being found 
to be workable. Its opponents say it will not work, and that 
it is theoretically unsound. If some one a few years ago had 
foretold of the radio, doubtless we would all have said it 
"won't work." 

Mr. Chairman, for many years we have tried to induce the 
farmer to reduce his acreage in the staple crops and diversify. 
Now, we are told that he must specialize on the staples, on a 
greater basis, in order to produce greater quantities at com­
parative less cost. I submit~ sir, that the social and economic 
re:mlts of such a system of industrialized agriculture would be 
more harmful than would McNary-Haugenism-even as might 
be pictured by a Dante or Gustav Dore, or as TI.sualized in the 
veto message of the President. [Applause.] 

Mr. DICKINSON of Iowa. Mr. Chairman, I yield five min­
utes to the gentleman from Ohio [Mr. THOMPSON] . 

Mr. THOMPSON. Mr. Chairman, I am interested in the corn­
borer legislation contained in this bill and my people are very 
much interested. A number of my constituents testified before 
this subcommittee of the Committee on Appropriations and their 
testimony is in the hearings. 

I find that legislation with respect to the corn borer does not 
conie before this subcommittee of the Committee on Appropri­
ations and that this subcommittee only recommends an appro­
priation for research work, and that is agreeable to my. people. 

"1\Ir. Chaii·man, I have been a ' member of the Committee on 
Agriculture of the House since the Sixty-seventh Congress. It 
is a great committee, and has some practical farmers on it, but 
many of its members are lawyers who are not specialists in 
aip·icultul·e. So far as I am concerned, I am just a native son of 
northwestern Ohio. I have not a nimble tongue, nor am I 
trained to heckle dirt farmers from my district when they come 
before committees of Congress for hearing of their grievances. 

At the close of the Sixty-ninth Congress, when the Committee 
on Agriculture had become worked out physically and exhausted 
from attending hearings on "farm relief," and finally produced 
tbe McNary-Haugen bill, which was promptly vetoed by the 
President, .there was introduced into the committee a bill pro­
viding for an appropriation to the tune. of $10,000,000 for the 
work of exterminating the European corn borer, so called. It 
was given scant debate by the committee, because the committee 
felt it was doing something to help the farmer. They had been 
made to feel by the representations of an organization, so called, 
that it was necessary to put over a $10,000,000 appropriation. 

Now, in the Seventieth Congress there is reintroduced before 
the Committee on Agriculture a bill authorizing' the appropria­
tion of $10,000,000 more for the same purpose, to be administered 
by the same people who administered the former act. This last 
bill that was passed in the Sixty-ninth Congress caused a re­
bellion in northwestern Ohio. The men who are interested in 
this corn-borer legislation are the head of the department of 
agriculture of Ohio and a candidate for the nomination as 
United States Senator from Ohio to succeed the junior Senator 
from Ohio, and Dean Christie, of the college of agricultural­
extension work of Pm·due University in Indiana. They are the 
men who are back of the legislation and the administration 
thereof. They call themselves the European Corn Borer Associ­
ation. 

The other day we had an example of genuine dirt farmers 
from the fifth Ohio district, who appeared, with hat in hand, 
before the Agricultural Committee of the House, respectfully 
requesting the right to object to another appropriation. Be­
fore they finished their testimony they found themselves heckled 
by smart lawyers. 

Now, I propose to represent my constituents by protesting 
against this further appropriation of $10,000,000. The genuine 
farmers of my district are men who came to northwestern Ohio 
in early days, when it was a rough land, covered with mighty 
forests. There were no paved highways or improvements 
nothing but a wild, swampy land, thickly wooded. They cam~ 
from Germany. They were invited as immigrants, and told if 
they would come here and live on the land, removing the for­
ests, ditching and tiling the land, that they could live in peace 
and retain their own language, their own religion, and their 
own parochial schools. They have done all this, and their de­
scendants to-day are worthy sons of those pioneer men from 
Germany. They are splendid farmers. You had a sample of 
one of them here the other day as a witness before the Com­
mittee on Agriculture of the House. They are Americanized 
people now, and educated, some of them at the Purdue Univer­
sity. The promise made to them has not been kept. 

During the war many of them naturally shifted their political 
allegiance, and in addition to making northwestern Ohio bloom 
as the rose and become the fairest and most prosperous agricul­

. tural county in Ohio, they have also changed it politically. 
These are the men I am pleading for to-day. 

Now, the practice of legislation in this Congress grew out 
of the World War. Before that war it was not the practice 
to rely solely on the Government departments for advice. Legis­
lators were supposed to know something themselves, but now 
the men in the departments are our masters, and tell us what · 
to do. Our committee can not pass any legislation nor can 
any other committee of the House pass legislation without the 
approval of the departments, and often this approval is fur­
nished to the heads of the departments by chiefs of divisions, 
who are under civil service and who are retained in perpetual 
jobs. The result is that there is a self-perpetuating bureaucracy 
of the worst type growing up here at Washington, and the men 
who furnish the taxes have not a word to say. Those on the 
committee who attempt to justify the advice of the department 
chiefs and bureaucrats in telling our Committee on Agliculture . 
what to do, say to witnesses that the rich men are paying the 
taxes; that tbe Federal taxes is the money furnished by the 
lich ; and that the farmers do not pay any Federal taxes, and 
therefore the exb~avagant appropriations are extolled as a goOd 
investm~nt for the farmer. That is the argument. 

Now, a word as to this corn-borer situation. There is a great 
feeling against it in Ohio, and we do not wish to be ruled by a 
so-called European Corn Borer Association. In Ohio we feel 
that we are now governed by despotic agencies. Farmers and 
city residents are- both the victims of public servants who have 
become " bosses " of the people. It is a decline of popular gov.- . 
ernment; our methods of committee legislation at the present 
time. 

When the last appropriation was made of ten millions for 
this mythical Corn Borer Association, the Legislature of Ohio 
followed suit. It had no money to keep our State library open 
so it closed it and voted more than twice that sum to support 
the corn-borer guards. Then a strange thing happened. Gen­
eral Motors and International Harvester began to deliver the 
war machinery the very day this bill went into effect, and 
they continued to deliver it as long as the ten millions lasted. 
As former Congressman C. L. Knight, of Akron, so well said: 

A war camp was gathered at Toledo, greater than Grant had when 
he started to Cilpture Richmond. There were 800 sedans to bear 
800 new inspectors on the wings of the morning out over the provinces 
to order the farmer to plow up his planted fields. There were foul' hun­
dred 10-ton trucks and six hundred 1-ton trucks; probably the 10-ton 
trucks were to carry the bodies of the big corn borers from the field of 
action, while the small trucks were to haul off the little borers. I do not 
know, but I do know that there were beaters, choppers, gang plows, 
and God only knows what else gathered in this 10-acre war camp. 
Most of it is ·still tbere, but every vehicle that could bear away a . 
pap sucker is gone. 

In the meantime, the net result of all this has been just 
nothing at all. Officialdom has saved us from an imaginary 
enemy, and the tyranny of the educated has caused farmers 
to think that there is an European corn borer at work in their 
fields. All under heavens that is needed to protect the farmers 
against the European corn borer is a rotation of crops. · Offi- · 
cialdom has saved u from · an imaginary enemy at the cost · 
of millions of public funds and now wants to save us again 
at the cost of another ten million, for cel'i:ainly we have a new 
army of pap suckers, whose sticking qualities will fulfill 
Christ's prediction about the poor. 

I have at all times stood for, and voted for, any and all 
legislation for betterment of the conditions of the farming class. 
I am ready and willing to do this again, but I am not ready 1'o 
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vote for another great appropriation in the name of the corn 
borer. The farmer._ of Ohio justly feel that the appropriation 
of $10,000,000 was badly administered by State officials having · 
the matter in charge. and that much more harm than good re­
sulted from the use of the money in the so-called corn-borer 
campaign. 

The Appropriation. Committee has provided ample funds for 
researcll work. If $10,000,000 additional funds in an emergency 
appropriation like thi · is to be extraT"agantly enacted a second 
time on this foolish corn-borer drive, then I am against the use 
of p:ut of it for the purchase of machinery by the so-called 
Harve:-:ter Trust a· wnS:~ done last summer. If a subsidy is to be 
voted to the farmer", I believe the money should go direct to 
the farmers and that they should be liberally paid for cleaning 
up their own land. Unless something like this is done, I shall 
vote against the entire foolish business. 

As I understand it. the powers that be are not favorable to 
this legislation; the Secretary of Agriculture, Mr. Jardine, is 
againf't it; the Budget Commissioner, Gen. H. M: Lord, is op­
posed to it. and Bon. MARTIN B. 1\IADDEN, chall'man of the 
Committee on Appropriations of the House, looks with disdain 
upon it. Here is his sentiment recently expressed on this floor: 

I tell you, gentlemen, that the time is coming when you can not 
atiord to run away because some fellow sends you a telegram. That 
is about what it means. I have hall five telegrams this week of that 
cllltracter. I had a telegram the other day from the Illinois Bankers' 
M 'sociation, in which they said they wanted me to vote for $10,000,000 
again this year for the extermination of the corn borer; and I wired 
back and ~aid: "We gave them $10,000,000 for 1928." Five millions 
of that were spent for machinery, some of which is now probably on 
the s(·rap heap. Four millions was paid to farmers for cleaning up 
their own premises. I am against that kind of expenditure, whether 
it :iJ for the Army or for the Navy or for the farmer. What we 
ought to do is to take a sane view of all these situations. 

Bon. FRED S. Pun-NELL, of Indiana, is author . of the bill. 
De.au Christie, of Purdue University, together with . the candi­
date for Senator from Ohio, Mr. Truax, form the essential part 
of the so-called European ·corn Borer Association of the United 
State~· . It is such mischievous agencies as these who waste 
the people's money to perpetuate their jobs and farm the Gov­
ernmeut. This is a result of the tyranny of the educated. 

Now, you say the people want these things. I say they do 
not. The farmer · a ·k not to be meddled with by an over­
abundance of snooping State agents. The farmer who works, 
the industrious German farmer-not the one who farms by 
riding around in his automobile-asks to be let alone. They 
would e"'en appreciate the repeal of the Smith-Lever Act which 
appropriates $500,000 per year to keep up the Federal Farm 
Bureau agencies tllroughout the United States. You just try 
the real dirt farmers when you go out among them and see 
whether they wish to be subsidized or not. You can go any 
place in any district in the United States and express the 
courage that you ought .to have to the people and ask them 
whether they want use of public money even for corn-borer 
campaigns. 

I recently received the following letter from a farmer of 
my dL trict. It is a fair sample of the letters I receive: 

DESHLER, OHIO, February 12, 19Z8. 
Hon. C. J. THOMPSO~, 

Member of Oonu,·ess, Washington, D. 0. 
Sm: Just received bulletin on bow and what to do with cornstalks. 

Thought I would let you know what American farmers think of such 
rot. What do you suppose that rotter Worthley thinks the American 
farmet·s are? Idiots or what? You know farmers broke and raked 
stalks when you were a boy. Now, this bird is spending the taxpayers' 
bard-eamed money sending out bulletins telling the farmers bow to do 
work tl.wt is nearly done; at least nearly all the stalks are broke. 

Well, Mr. THoMPSON, if you don't think that farmers in your district 
know bow and when is the best time to handle their cornstalks, then 
I think you are a mig!Jty poor man to rept·esEmt us farmers in Congress. 

Will c-lose hoping you will see the light and do all in your power to 
rid the farmers anfl taxpayers of such dumb asses as Worthley. 

Yours respectfully, 
S. J. CHRISTMAN. 

For the benefit · of this gentleman I gave him the inside of the 
cause of the legislation last year and the evident reason for the 
attempt to reenact it this year, as follows: 

In September, 10~G. a body of representative citizens of the United 
State;:: and Canada. nlat·med by the havoc wrought by the European 
corn borer in Kent and Essex Counties, Ontario, and the damage ob­
served in fields of corn along the American shore of Lake Erie, met in 
Detroit, adopting the title "International Corn Borer Organization," and 

_appointed :m executivl' committee with power to act. 

The general idea of the 1927 compulsory clean-up campaign origi­
nated with this_ body, which was composed of G. I. Christie, La Fayette, 
Ind., as chairman; Director of A,oo:riculture C. Y. Truax, of Columbus, 
Ohio, as secretary; and nine others, representing State departments ot 
agriculture, the Canadian Department of Agriculture, two of the largest 
farmers' organizations in America, and State agricultural colleges. 

This rommittee, with the approval of the President and the Secretary 
of Agriculture, then had a bill introduced in Congre s for a $10,000,000 
appropriation to be expended in cooperation with the States of New 
York, Pennsylvania, Ohio, :llichigan, and Indiana, in an etiort to con­
trol the borer and demonstrate the fact that by concerted effort of 
the farmers in the infested area the borer either could bP. reduced or 
held to a minimum number. 

The Federal Government having no police power whatever in the 
States, the act of Congre s making the appropriation specifically pro­
vided that no part of the $10,000,000 could be spent unless and until 
each and every State in the control area had enacted necessary regu­
latory legislation. 

A bill was then passed by the Ohio General Assembly providing for 
the State quarantine and control of the corn borer, and making an 
appropriation therefor. And all corn borer regulatory activities in 
Ohio have been performed under and by virtue of this Ohio statutP _ 
While the Federal Government bas borne the great share of the expense 
of conducting the clean up in Ohio (the Federal Government paying 
direct to the Ohio farmers, up to October 81, over $2,250,000, or 
thirty-three times as much in Federal payments dh·ect to the farmers 
alone as the State of Ohio had expended since January 1 of last year 
for all corn-borer-contt·ol work), by providing machinery and men and 
beuing all the expense of reimbursing the Ohio farmers for their extra 
labor, wherever any Federal officer or employee bas exercised any police 
authority in Ohio, be has done so purely by virtue of his appointment 
by the Ohio Department of Agriculture as au Ohio State officer or agent, 
and after being so deputized by the St.ate of -0hio his authority as a 
corn borer regulatory official has been limited entirely to the enforce­
ment of the rules and regulations promulgated by the Ohio State 
Department of Agriculture, pursuant to the corn borer act of the Ohio 
General Assembly. 

I replied as follows to his letter of February 12, 1928 : 

1\:Ir. S. J. CHRISTMAN, 
DeshZer, Ohio. 

FEBRUARY 28, 1928. 

DEAR MR. CHRISTMAN : In response to your letter of February 12, 
concerning the com-borer-control work by the Federal Department of 
Agriculture, I have this to say: I doubt if you understand just what 
part of this clean-up work is done by the Federal Government. I pre­
sume you have the impression, as many Ohio farmers have, that the 
rules and regulations concerning this work are made by the Fede1·a1 
Government. . Such is not the case. 

The Federal Government bas no police powers over the citizens of 
Ohio, or, in other words, a Federal official can not enter upon your 
farm and require you to clean .up your cornstalks, etc. The rules and 
regulations, quarantine lines, and control work are made and done en­
tirely by the State. All the Federal Government can do and does do 
in the matter is to meet some of the expenses incident to this control 
work and compensate the farmer after the work is done. To be ure, 
some of the Federal officials have been deputized as State official::; by 
the director of agriculture of Ohio, and therefore have State authority. 

Your complaints as to rules and regulations, therefore, should be 
made to the director of agriculture of Ohio, at Columbus. He is charged 
with the enforcement of the Ohio law covering this pest, and similar 
laws. It might be of interest to you to know that the Federal Govern­
ment last year, prior to October 31, paid direct to the Ohio farmers 
$2,250,000 for born-bot·er clean-up work. I feel that the Ohio farmers, 
instead of criticizing the Federal Government in the corn-borer work. 
should commend it for the reason that if the Federal Government bad 
not enter·ed into this matter probably no compensation would have bees 
made for the extra expense necessat·y in the clean-up. 

Thanking you for your communication and assuring you that I appre­
ciate the trouble which this pest has caused you and other farmers of· 
Ohio, and. also pledging you that I will give the matter most earnest 
attention and assist in every way I can to lighten the burden which is 
placed upon the corn growers in the corn-borer-infested area, I am, 

Very truly yom·s, 
C. J. THOMPSO~. 

P. S.-I am inclosing a statement issued by the Assistant Sccretai'T 
of Agriculture · April 24, 1927. 

I receiYed a second letter from 1\fr. S. J. Christman, as 
follows: 

DESHLER, OHIO, Fcbruat·y 25, 1928. 
Ron. C. J. THOliiPSOX, 

Jfembl?'l' of Oongress, lVashington, D. 0. 
DE.!R SIR : Received your letter of February 20, and as you asked 

my opmwn on the corn-borer situation I will write and tell you. 
Mr. THOllPSON, I am b~tterly opposed to anothCl' -appropriation ; you 
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no -doubt have heard an the arguments against it., so I will not try 
much to ·tell · you why 1 oppose the appropriation. If you wm take a 
geography and take the time to look at the sea level of the difrerent 
sea levels of Essex County, Canada, Peeley Island, and Ottawa County, 
you will find them ju t about the same, so I feel is all -the places 
they will do any damage, and men from those d1stdcts tell me if they 
rotate properly and rake their stalks the borer will do no damage. So 
when the people of Ot tawa County are again t the appropriation why 
·bould not I, in a county like Henry County, where there are scarcely 
any or none at all. Will close, hoping to be able to support you next 
fall for your part tn defeating the $10,000,000 two-legged borer swindle. 

With be.st regards, 
S. J. CHRISTMAN. 

l\Ir. iuCKINSON of Iowa. Mr. Chairman, I yield 20 minutes 
to the gentleman from Kansas [1\lr. HoPE]. [Applause.] 

l\Ir. HOPE. Mr. Chairman and members of the committee, 
tbis bill makes an appropriation for the carrying ori of the 
packers and stockyards administration, a matter of great impor­
tance to the live tock interests of the country. The passage 
of the pa<:kers and stockyards act in 1921 was designed to break 
up the indefensible practices which were being engaged in by 
the big five packers in manipulating li\"estock markets, con­
trolling prices, crushing competition, and defrauding producers. 

The act has accomplished g1·eat good, and under its provi­
:::;ions the Secretary of Agriculture has been able to stop most 
of the wrongful and objectional practices which formerly ex­
isted. The original law, however, was not broad enough in its 
definition of a stockyard, and by reason of that defect there 
ba. grown up a system whereby prices on livestock are being 
manipulated and depre ed to the extent that livestock pro­
ducers are taking a loss of many millions of dollars a year. 
I refer to the system of direct buying of livestock, particularly 
hogs, at the big terminal markets through the oper~tion of 
private stockyards, which system has grown to amazmg pro­
portions in the past few years. 

During the week ending February 25 hog prices dropped 
lower than any time since late in 1924. In the past few months 
there has been a break of between three and four dollars in the 
hog market ; no real reason has or will be offered for this. 
Neither the supply of live hogs on the farm or of the finished 
product in storage would justify any substantial lowering of 
prices, and receipts for the 67 principal markets for 1927, while 
lightly exceeding those for 1926, w~re 13.2 per cent b~low the 

five-year average. Exports· were slightly lower than m 1926, 
but this decrease was more than made up by the normal census 
increase in domestic demand. 

Mr. COLE of Iowa. Will the gentleman yield? 
Mr. HOPE. Gladly. 
l\Ir. COLE of Iowa. Is it not true that the estimated num­

ber of hogs in the country-which, I believe, is the estimate of 
the Department of Agriculture-exceeds by 6,000,000 the num­
ber of last year ; and is it not true that during the first six 
weeks of this year the number of bogs slaughtered exceeded 
by 1 500 000 the number of bogs slaughtered last year during 
the ~am~ period; and is it not possible that this extra supply 
of bogs may have had some influence on the price? 

Ur. HOPE. I will say to the gentleman that I do n?t have 
tlle firores as to the number of bogs slaughtered durmg the 
first six weeks of this year as compared with last year. Those 
figures may be correct, but I do not understand that the..figures 
of the Department of Agriculture show that there are 6,~.,000 
more hogs in the country to-day than there were at this time 
last year. 

I call the gentleman's attention to the fact that if there are 
tbat many more hogs this year than there were last year that 
that in itself is not sufficient to affect the price of hogs to the 
extent that it has been affected during this last year. This drop 
in the price of bogs took place about seven months ago, and the 
price of hogs bas been going down ever since. Some of the 
packers have said that it was due to the loss in exports of bogs, 
but I call the attention of this committee to the fact that the 
exports last year were only equivalent to 900,000 bogs less than 
there -were the year before, and the president of the American 
Institute of Meat Packers has admitted that this is less than the 
normal census increase in the demand in this country during 
that time. I call attention also to the fact that while the re­
ceipts of hogs in the 67 plincipal markets of this country last 
sear were slightly in excess of those for the preceding year that 
they were lower by 13.2 per cent than the five-year average. 
So I do not believe it can be said that the receipts of bogs in 
the central markets or the supply of meat in storage or the hogs 
on the farms are any justification for the great drop that has 
taken place in hog price. 

One packer representative attempted to explain the decline by 
stating that there was an unusually large catch of fish along the 

New England eoast last year. It win · take something more 
than a fish story, however, to convince the producer who is 
getting 3 or 4 cents per pound less for his hogs than he should 
be, that he has not been defrauded out of that sum by manipula­
tion of the market. 

Even when conditions are at ·their 'best the producer of meat 
animals labors under a tremendous disadvantage in the sale 
of his product. In the first place, the producers are scattered, 
unorganized, frequently of limited means, and in many cases not 
in a position to keep informed of market trends and condition 
The buyers, on the other hand, are well organized, with unliin­
ited financial resources, and in touch with world market condi­
tions. Another feature which places the producer at a great 
disadvantage is that ordinarily the animals must be sold when 
they have ·reached a certain weight or condition of fie. h and 
that once started to market, there is no alternative except t~ .::ell 
at the best price offered. 

Since the producer is confronted with these handicaps to 
start witht he is surely not unreasonable in a ·kiug that J..;e JJe 
allowed to sell on a competitive and open market instead of on 
one which is under the ab olute control of the purcha er · and 
yet that is what the producer is up against to-day. ' 

Mr. LANKFORD. Will the gentleman yield? 
Mr. HOPE. I yield. 
Mr. LANKFORD. Has pork gone down proportionately with 

the fall in the price of hogs? 
Mr. HOPE. I have not heard of it. 
While packers have engaged in private buying for a number 

of years, it is only since tbe passage of the packers and stock­
yards act, and particularly in the past three or four years 
that it has been engaged in by the big packers, that it ha~ 
become a menace to the producer. Recent figures indicate that 
approximately one-third of the hogs killed by the packers. are 
marketed direct. Swift & Co. maintain private yards in con­
nection w_ith their plants in both Chicago and St. Louis, Cudahy 
has a pnvate yard at St. Paul, and Armour & Co. maintains 
a private yard, known as the Mistletoe yard, at Kansas ity 
where its purchases have for sevetal years past greatly. ex: 
ceeded its purchases on the open market there. 

The practice of private buying at the terminal markets oper­
ates to the detriment of the producer in at least · four ways. 
In the first place, packer buyers in local communities known 
as selected shippers, by unfair methods drive out competition 
so that the farmer with less than a carload of hogs bas n~ 
other mru·ket outlet. This practice of buying through selected 
shippers is a rather ingenious and interesting one. The prac­
tice is to give one person in a locality the exclusive rinoht and 
privilege to ship to the packer's private yard, and th~ugh it 
is not invariably true it is the general custom that no one 
from that territory, excepting the selected shipper has the 
right to ship to the packer yard. The livestock s~ shipped 
remains the property of the selected shipper until receiveu 
weighed, graded, and priced by the packer employees. Th~ 
arrangement with the shipper is 1;4at the price established on 
the nearest competitive stockyard shall detei·mine the price 
of the livestock he delivers. The selected ship~r is not an 
employee or agent of the packer, and simply intervenes as a 
middleman having exclusive authority to sell to the packer 
at the private stockyard. 

In COnJ?ection with the practice of purchasing through se­
lected shippers, the large packers apparently have an under­
standing, either express or implied, that they will not compete 
with each other in direct buying. Thus there has grown UIJ 
a system of apportioning territory among packers, so that one 
packer will buy along one railroad branch or in one county 
and another packer will have the exclusive right to purchas~ 
in another territory or county. 

In the second place, by reason of the select~d-shipper plan, 
the packers ru:e enabled to get the best hogs m any territory 
without competition. The result is that the inferior hog are 
shipped to the central markets, and thus make the price for 
the good hogs purchased direct. 

Again, since the private yards are being operated without 
Government supervision and inspection, there is nothing what­
ever to guarantee the farmer fair grading and weighing, ince 
the packer himself fixes the grade, weight, and price. Perhap::~ 
it should be here remarked that the packer's contention that it 
is economy for the farmer to ship direct, because be :-:aves 
commissions and handling charges, is not regarded as seriously 
by the farmer as it once was. A few direct shipment have 
convinced many farmers that the claimed saving is absorbed 
in dockage, shrinkage, and unfah· gi·ading. 

Mr. LANKFORD. Will the gentleman yield further? 
Mr. HOPE. Gladly. 
Mr. LANKFORD. · How do the other farmers in the neighbor­

hood manage tQ sell their hogs? Do they sell them i6 V1e 
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selected shipper and he in turn sell them to the packers? Does 
the selected shipper act as agent for the packers? 

1\:lr. HOPE. The selected shipper is not the agent of the 
packers, according to my understanding of the system. 1.'he 
general practice, as I understand, is for a packer to designate 
some one as the selected shipper in that locality, and under the 
protection which the packer gives him he is able to outbid the 
other buyers or cooperative marketing associations until eventu­
ally he gets the entire field to himself. Then there is only that 
outlet for the hog raisers in that vicinity, unless t11ey are able 
to furnish carloads themselves. 

1\fr. LANKFORD. Does that really give the selected shipper· 
a monopoly on the hogs in the neighborhood? 

Mr. HOPE. It does; and th"8.t is the general effect of it. 
Of course, any man having a carload of hogs can ship them 
direct, but the average farmer only has a few hogs and he has 
to sell them to the local buyer. That is his only outlet. 

1\lr. O'C0~11\TELL. Will the gentleman yield? 
Mr. HOPE. Yes. 
Mr. O'CONNELL. According to the gentleman's statement, 

then, he is contending that unless a man who raises hogs stands 
in with the packers he can not sell them at all? 

Mr. HOPE. Not necessarily, 
Mr. O'COm""ELL. But pretty nearly that. 
Mr. HOPE. In a good many cases it has that effect. 
1\lr. COLE of Iowa. Will the gentleman yield for a question? 
1\lr. HOPE. Gladly. 
Mr. COLE of Iowa. The gentleman is in favor of the bill 

amending the packers and stockyards act? 
Mr. HOPE. The gentleman means the one recently intro-

duced? 
l\lr. COLE of Iowa. The one which is now pending. 
1\Ir. HOPE. Yes. 
Mr. COLE of Iowa. Will the gentleman tell me how that 

bill will affect the packers in towns such as we have in Iowa, 
where there is only one plant or one packer in the town? We 
have about a dozen packing plants in the State of Iowa, and 
there are no public stockyards. How is the owner or the 
manager of a plant of this kind going to buy his hogs unless he 
buys them direct from the farmer? For instance, take my home 
town, Cedar Rapids. We have a packing plant but no public 
stockyfl.rd. Must we go to a terminal market like Chicago to 
buy hogs for this plant? 

Mr. HOPE. I will say to the gentleman in answer to his 
question that this bill will not affect that situation at all and 
is not designed to affect that situation. 

Mr. COLE of Iowa. The gentleman thinks it will not apply 
to towns situated as Cedar Rapids, Iowa, is situated, with one 
packing plant and no public stockyard. The gentleman thinks 
the bill now pending would not affect situations of that kind? 

Mr. HOPE. I do not think so, and I will say it is not the 
intention to affect that arrangement at all. 

I realize the force of the gentleman's statement that that 
is the only opportunity the small packers have to buy hogs­
by buying them direct. The purpose of the bill is to regulate 

·the· stockyards in the terminal markets which actually do 
affect the p:iice of hogs. 

Mr. COLE of Iowa. I think the exception in behalf of the 
smaller packing centers, where there is only one plant, ought 
to be made very definite in the bill. We do not want to have 
such packing plants interfered with. They are the hope of 
our country. 

Mr. HOPE. I agree with the gentleman that they ought not 
to be interfered with and this bill is not designed to interfere 
with them. I might ask the gentleman if he has read the bill 
which was introduced in the House on Monday by myself. 

Mr. COLE of Iowa. No; I have not had an opportunity to 
study the revised bill. I understand the bill has been thor­
oughly rewritten. and I hope the point I have raised is covered 
in it. 

Mr. HOPE. But the most serious effect which direct buying 
in large market centers has on the market, is that the supply of 
hogs received direct enables the local packer to manipulate 
and depress the market, not only in the market centers but 
everywhere, because livestock prices the country over are de­
termined by the prices at the big terminal markets like Chicago 
and Kansas City. 

The packer is the biggest factor in fixing the price in all of 
·the terminal markets. His desire to buy is in proportion to 
his need for a supply. If he has to purchase his bogs on the 
open market, he will be there early bidding against other local 
packers and the order buyers for out of town packers. On 
the other hand, if he has hogs in his private yards received 
through his selected shippers, he is not particularly interested 

, ir;l buying. What actually happens in such cases is that he 
stays off the market altogethe1· or waits until afternoon after 

the order buyers have bought, and then makes his putchases. 
Thus the order buyers go on in the morning and get their 
hogs without any competition from the packer, and the packer 
goes on in the afternoon and buys without any competition 
from order buyers. 'Vith no competition all day the market is 
naturally dull. 

The producer has to sell, his hogs are perishable; he can not 
holU for a better market, but must take what may be offered 
him by a buyer who does not particularly need the product 
and whose sole object is to buy as cheaply as possible. Some­
times the packer does not go on the market at all. Swift has 
stayed off the market at Chicago for two days at a time for 
two or three weeks in succession. What actually happens is 
shown in the following article taken from the Kansas City 
Drovers Telegram for February 11. 1928 : " Packers are making 
the statement that buying hogs direct in the country is the 
most economical way." It is for the buyer, but not for the 
producer. 

Monday, February G, supplied an outstanding example as to which 
side direct buying throws its economy. On that date 23,624 hogs at·­
rived in Kansas City. Out of this number 1-!,865 were consigned direct 
to pac.kers. On the open competitive market there were 8,759 hogs 
offered for sale. Of this number shippers and order buyers took 1,959 
and the packers, who received 14,865 hogs direct, took only 6,430 on the 
open market. Packers did not make a single purchase until after the 
shippers and order buyers had filled their orders. The market ruled 
10 to 20 cents lower, and the lowest since 1924. Packers got their 
hogs on the open market at the full decline and at. the same time 
bought another liberal supply in the country on the low basis of the 
open market. In other words, through the break in Monday's prices 
packers got more hogs Monday and through Monday's buy in the coun­
try than th«e>y bought the entire week on the open market. Since 1\Ion­
day there has been a substantial advance in prices, so it stands to rea­
son that as a result of Monday's directs packers gained a fiat 25-cent 
adv.antage in this week's buy. 

Since it is obvious that the system works to the detriment 
of the farmer, it may occasion some surprise that the packers 
are al>le to buy so many hogs that way. The answer lies in the 
fact that by reason of the vicious system of dividing up terri­
tory and apportioning it among selected shippers local compe­
tition has been eliminated. Many producers have no other out­
let for their product. On the other hand, it is only fair to say 
that a few producers honestly believe that they are benefiting 
themselves in making direct shipments because they are told 
that they save commission and yardage charges. 

H. R. 11525, recently introduced as an amendment to the pack­
ers and stockyards act, is designed to correct the direct-buying 
situation. This measure enlarges the definition of a stockyard 
to include any place, establishment, or facility consisting of 
pens or other inclosures and their appurtenances in which live 
cattle, sheep, swine, horses, mules, or goats are received, held 
or kept for sale, slaughter, or shipment in commerce in sufficient 
volume or in such manner or under such conditions as tend to 
establish or effect substantially the market value in commerce of 
livestock and the difference in market value between the various 
grades of livestock at public stockyards. Under the original law 
it has been held by the Attorney General that the packers and 
stockyards administration had no jurisdiction over the so--called 
private yards, even when they are in close proximity to the great 
public markets in.Kansas City, Chicago, and St. Louis. 

The bill specifically makes it unlawful for a packer or stock­
yard owner to pursue any of the practices which now make 
direct marketing in the big terminal centers so detrimental to 
the producer. It forbids the granting of any undue or unrea­
sonable preference or advantage to any person or locality; or 
selling, buying, or receiving livestock for the purpose of manipu­
lating or controlling prices; the apportioning of territory or 
engaging in any course of business for the purpose of or which 
has the effect of restraining, hindering, burdening, obstructing, 
or changing the normal flow of livestock in commerce for the 
purpose of manipulating or controlling prices. 

For a violation of these provisions of the law the Secretary 
is given authority after notice and hearing and subject to 
revi~w of. the courts to susPend any owner or operator of a 
stockyard. It is thought with the authority thus granted the 
packers and stockyards administration will be able to regulate 
and stop the objectionable practices now engaged in by the 
packers. 

That the producers of the Nation are becoming aroused over 
the matter is shown by the wide interest which farmers and 
farm organizations are taking in it. No subject along the line 
of agricultural legislation has been discussed with more eager­
ness at fnrm meetings and among individual farmers. Last 
year when a bill somewhat different from the present one but 
seeking to accomplish the same purpose was pending before the 

-I 
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Con:u:nittees on .Agriculture in the House and Senate it was 
indorsed by the following national farm organizations: The 
National Farmers Union, the American Farm Bureau Federa­
tion, the National Livestock Producers Association, the National 
Grange, the .Amedcan Farm Congress, the National Cooperative 
Mi1k Producers Federation. 

Numerous State and local farm and livestock organizations 
have in the past two months passed resoluti"ons against direct 
buying, among them may be mentioned the Illinois Agricultural 
Association, the Mi ouri Livestock Association, the Kansas 
State Board of Agriculture, and the Kansas AgJ:icultural 
Council, wllich is composed of delegates from the Kansas State · 
Board of .Agriculture, the Farmers Cooperative Grain Dealers 
Association, the Farmers Cooperative Commission Co., Kansas 
State Horticultural Society, Kansas State Grange, and Farm 
Bureau. 

~'he Secretary of Agriculture, who bas had a better oppor­
tunity than anyone else to observe the pernicious effects of the 
direct-buying system, has expressed the belief that-
the operation or exten ion of such methods of purchasing livestock 
by puckers will in fact, if it has not already done so, impair and ulti­
mately break down the open competitive public markets where livestock 
is bought and sold and where prices are established. 

1."he board of directors of the Chamber of Commerce of 
Kansas City, Mo., where exists the second largest livestock 
market in the world, on Februa1·y 14, 1928, adopted the follow­
ing resolution: 

The Cbamber of Commerce of Kansas City, Mo., representing the 
entire business interests of the city, which in turn represents large 
interests through the West and Southwest, credits the past develop­
ment of this section to its agl'icultural prosperity and bases its future 
growth upon the same foundation. · 

Livestock ts the medium by and through which the products of our 
soil a.re marketed and the fertility of the same maintained, and we 
feel that the open competitive livestock markets are absolutely vital 
for the protection and prosperity of the producers and consumers alike. 

We are therefore heartily in favor of the present open and com­
petitive markets and are opposed to any and all systems that threaten 
the permanency and stability of the same and believe that Senate b1ll 
2506 and llouse bill 9288 are progressive steps toward better markets. 

Even the packers themselves, when pressed to it, will admit 
that private buying is a bad thing for the producer. Tbe late 
J. Ogden Armour once testified that the private stockyard 
system was "not econpmically sound," and that the packers did 
not intend to extend it. However, it was not long until Mr. 
.Armour was out of the packing busi~ess, and the present 
management of that company is extending the system just as 
fast and as far as possible. 

Thomas E. Wilson, president of Wilson & Co., one of the 
Big Four packers, recently gave out the follO<wing interview 
on tbe subject of direct marketing, as reported in the Kansas 
City Post for February 15, 1928 : 

A stand against the practice of direct buying of hogs in territories 
supporting a central market bas been taken by Thomas E. Wilson, 
president of Wilson & Co., packers. 

During a tour of inspection of the Wilson plant here yester­
day, Mr. 'Wilson set forth some ideas he has on marketing 
conditions, especially in their relation to the hog market. 

I am opposed to direct buying of hogs where there is a central 
market, and I would be in favor of seeing the practice stopped in the 
Kansas City territory-

Mr. Wilson said. 
He explained that his company is forced to buy hogs direct 

to supply some of its plants where there is no adequate central 
market. In Kansas City, however, he said be would 11ke to 
see all hogs shipped to the central market so all buyers could 
have an equal chance to bid on them. 

"As it is at present," he said, "we are forced tc;> go out and buy 
hogs direct to meet competition and keep our Kansas City plant oper­
ating at capacity." 

" Do you mean, Mr. Wilson, that you have to buy direct so you can 
get yoru· hogs as cheaply as your competitors? " it was asked. 

" Well, it figures out about that way," he replied. 
"And if yom· competitors would quit buying driect you would be glad 

to quit, too? " _ · · 
"Yes, I would, especially in this territory, b~t when one packer buys 

direct tl1e others have to do it in self-defense." . 
iie was then asked if he believed the practice of dir~t buy­

in'g by the packers was sound economically. 
"Well, I'll say at least that it 1s for the packers," he replied: 
As to the farm end of it, he believed the direct buying practice might 

prove detrimental if developed much further. 

"I don't believe that direct buying has hru't them much yet," he said. 
"Of coUl'se, if it came to the point where it eliminated central markets 
it might be extremely detrimental or beneficial, just according to your 
viewpoint." · 

Mr. Wilson said his company is not opposed to the bill, which would 
provide Government regulation for privately owned stockyards. "It is 
no more than fair," be said, "that shipments of hogs bought directly 
from farmers and shipped into our yards should be weighed and graded 
under Government regulation just the same as hogs shipped to the 
central market ... 

He said however, he did not believe the bill would be enacted owing 
to the fact that it is being opposed by some of the large interests. 

Mr. Wilson predicted a more prosperous year in 1928 for the 
packers and business in general than in 1927. His plant here is 
making a profit now, he ·aid, and he sees a bright prospect for 
the year in the Kansas City territory. The company's holdings 
are estimated to be worth more than $100,000,000. 

I do not know whether, in spite of what Mr. Wilson says, 
his company will oppo e this proposed legislation or not. It 
can be said, however, that tbe other big packing interests of 
the country are strenuously against it. They will not give up 
without a struggle tbe power to control, manipulate, depress, 
and destroy tbe producers' mru·ket. In this, of cow-. e, they 
are consistently following their practices in the past by which 
tbey not only sought to conti·ol the producers' market but the 
consumers' ma1·ket as well. There is no darker chapter in 
American business history than tbe -story of the packing _in­
dustry and the vicious, unfair, and illegal practices by which 
it was built up. All of this is a matter of public record, and 
tbe report of the investigation of tbe meat-packing industry 
by the Federal Trade Commission reveals the entire amazing 
and shocking story. No words of mine could condemn the 
industry half as effectively as tbe plain, matter-of-fact report 
of the commission. 

The illegal combination between the AI·mour, Swift, Morris, 
and Hammond firms as disclosed by a Senate investigation in 
1890 was partly responsible for the passage of the Sherman 
antitrust law. This law apparently had no effect upon the 
packer combinations, however, becau e the Federal Trade Com­
mission's report showed conclusively tha_t during the period 
between 1890 and the time of investigation in 1917 and 1918 
a conspiracy and combination had existed in the industry which 
defied the public, the coUI·ts, and legislatures alike. During 
practically all of this time there were understandings and agree­
ments among the leaders in the industry not only to manipu­
late and control the price of livestock but to control the price 
of dre · ed meat and to a large extent the price of all food as 
well. 

The packers formerly manipulated prices by their ownership 
and control -of the public stockyards. The packers and stock­
yards act and the consent decree entered into by the packers 
took away that weapon, but apparently packer ingenuity bas 
replaced it by the selected shipper-division of territory­
private stockyards combination, which has become just as 
effective. It is to be regretted that it is nece sary that ·this 
situation be met with legislation. In the long run it is surely 
to the interest of the packer that the producer, upon whom 
he depends, should have a competitive market and a fair price. 
The packer attitude bas always been otherwise, however, and 
there is no evidence that the present Wall Sti·eet banker con­
trol of the packing industry will result in the adoption of any 
different policy. In fact, if there is any change, the attitude 
toward the producer will probably be more relentless and cold­
blooded than ever, for the bankers are going to requil'e profits 
and a satisfactory return on the capital-watered stock and all. 
Leading packers have recently given out interviews predicting 
a fine year for the packing industry, and stock in packing­
bouse companies in anticipation of cheap hogs for tbe coming 
year has been steadily increasing in price. In the meantime 
the producer is wondering how much longer he can remain in 
business under the present prices. He probably agrees with 
Thomas E. Wilson that-
direct buying is economically sound-tor the packer. 

Mr. BUCiiANAN. Mr. Chah·man, I . yieid 25 minutes to my 
colleague, the gentleman from Mississippi [Mr. QUIN]. _ 

Mr. QUL.~. Mr. Chah·man, the flood control bill is what inter­
ests some of the farme1·s ip the States of 1\Iis~i sippi, Louisiana, 
Tennessee, and elsewhere. The flood control bill in my judg-
ment must carry this pro'\"'ision: · 

Wherever UllOn any stretch of the bank of tbe Mississippi River lt 
sball be found inexpedient, impossible, or uneconomical to build levees 
for the protection of adjacent lands subject to overflow it shall the.n 

·be the duty of the engineering body in charge of the territory in ques­
tion. to. acquire on behalf ot the United States Goverument either. the 

/ 
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absolute ownersWp of the lands so subjected to overflow or the fioodage 
rights over said lands. · Such acquisition of title or rights to be by 
private treaty or by condemnation proceedings as in the judgment of the 
engineering body in charge shall appear advisable. The cost of such 
proceedings and the acquiring of such title or fioodage rights to be paid 
out of the appropriation authorized for flood control of the Mississippi 
River. 

Gentlemen, I have taken no time in this House at this session 
of Congress. In fact, I never get on the floor except when I 
am vitally interested in the subject under discussion. In my 
mind the gravest wrong has been committed for a number of 
years against the riparian landholders along the banks of the 
Mississippi River, especially on the east bank. I want you gen­
tlemen to get in your minds the condition that prevails. Be­
fore the levee system ever started-! speak in behalf of four of 
the counties in the congressional district which I have the 
honor to represent-Claiborne, Jefferson, Adams, and Wilkinson 
Counties. 

Bear in mind that from Vicksburg, Miss., to Baton Rouge, 
La., the capital of Louisiana, on the east bank of that river for 
about 250 miles some plac~s were a mile and a half back, others 
2 miles, some not so much, and others a little further where 
these fertile· farms were not only in cultivation, but producing 
splendid crops of corn, cotton, and other farm products. In 
these particular counties I have named, some places had mag­
nificent brick homes, palaces, with hundreds and, some with 
thousands, of acres of land, splendid tenant houses, with all 
these people working making an honest and legitimate living. 

This continued to be the case until this great river which 
God Almighty in His wisdom put near the middle of the United 
States, was interfered with by man. God in heaven, in my 
judgment, is the greatest engineer of the whole universe, and 
yet the War Department had engineers who said we can im­
prove on God's work, and the natural outlets God had placed 
there were closed up. 

At this hour bear in mind the only time there ever was an 
overflow on the east bank of the Mississippi was in 1797, 1884, 
1893, and 1913. 

·since the outlets have been closed and the water confined to 
these particular channels by elevating, through levees, the west 
bank of the land on the Louisiana side, as placed there by God 
in Heaven, the west bank was from 7 to 14 feet lower than the 
land on the east side. The land on the east side, in other words, 
formed the foothil1s of the great river, but by man placing the 
levees closing the outlet the higher the levees became the more 
liable was the water to break over the east banks of the 
Mississippi River. 

The gentleman from 'l'ennessee [Mr. GARRETT] a few days ago 
described the conditions in four or five counties in the · State of 
Tennessee which he so ably represents. The gentleman from 
Louisiana [Mr. KEMP] has some land in his district in the 
same condition, and the gentleman from Mississippi [Mr. 
CoLLIER] has some of the lands in the same condition. . 

With this land subject to ruin and devastation because of the 
work of the engineers first to make . the Mississippi River 
navigable, and then after they saw it could not improve naviga­
tion they come back and said we will call it :flood control to 
protect-private property. I have no fault to find with what they 
are doing except that if they damage property there sh~uld be 
c01;npensa tion. 

Mr. MANSFIELD. Will the gel,ltleman yield? 
Mr. QUIN. Certainly. 
Mr. MANSFIELD. The gentleman stated that the land on 

the east side was 7 to 14 feet higher than that on the west 
side.- Now, before the days of the engineer on that river, before 
the levees were completed, did the early-time :floods overflow 
the land on the east side? 

Mr. QUIN. There never was one recorded by man in the 
books except in 1797 and 1844. Yet since the levees have been 
constructed and the channel of the river made smaller by the 
levees being increased and increased on the west bank of that 
stream, the water, which must find some outlet, comes gushing 
across on the east side, and these magnificent farms that I have 
told you about have been destroyed, and these magnificent man­
sions are gone, and the tenant houses have been cleared away 
for brambles and briers. Understand, those people who owned 
that land have been to the Federal Government asking justice. 
First the Congress of the United States failed to compensate 
them' for their land taken for the public good. Then they went 
to the eourts. It was d~ided by the Supreme Court of the 
United States that there was no way in the law by which they 
could be compensated and that they must get their remedy 
through the Congress of the United States. The Mississippi 
River Cemmission · re_ported and r~comniended that one of three ­
things be -dooe--that the United States Government should 

either levee those properties like it was doing the others, that 
it should compensate the people in damages for what damages 
had been done, or should buy the property outright and use it 
for a forestry reservation, because they must have the timber 
and the willows to do revetment work all along that stream. 

Mr. GARRETT of Tennessee. Mr. Chairman, will the gentle­
man yield? 

Mr. QUIN. Yes. 
Mr. GARRETT of Tennessee. In connection with the sug­

gestion or the question asked by the gentleman from Texas [Mr. 
MANSFIELD] as to whether prior to this engineering work on 
the other side there had been overflows, speaking for the Ten­
nessee part, which is in exactly the same situation as the gen­
tleman's section in Mississippi, I do not know whether there 
were overflows or not ; but this is true, that the construction of 
the levees on the other side unquestionably makes the overflow 
much heavier than it ever was, and it holds the water there for 
a much longer time, and, unquestionably, conceded by the 
commission engineers and all who have studied it, it adds tre­
mendously to the damage that is wrought. 

Mr. MANSFIELD. Then a damage instead of a benefit has 
been inflicted upon those people? 

Mr. GARRE'l'T of Tennessee. Oh, yes. 
Mr. SNELL. And I suppose that part of those levees at least 

were built at the request of the people down there in order to 
protect them from the river? Is that right or wrong? 

Mr. QUIN. Oh, yes; the people on the Louisiana side of · 
the river participated in it. 

Mr. SNELL. Was it not done at their request? Did they 
not want those levees? 

Mr. QUIN. Yes. The Louisiana side did, but not my people 
on the Mississippi side of the river in that section. 

Mr. GARRETT of Tennessee. But if the gentleman from 
Mississippi . will permit, the gentleman from New York (Mr. 
SNELL] does not get the gravamen of this matter. We on the 
east bank are complaining because of the damage which bas 
be·en wrought us by the levees on the other side with which 
we have nothing to do. . 

Mr. SNEL.L. Oh, that is a local matter instead of a matter 
for the whole country, because they built levees down there? 

Mr. GARRETT of Tennessee. The Federal Government has 
contributed to those levees which have damaged Tennessee 
and the section of Mississippi which the gentleman represents. 

Mr. QUIN. The whole trouble at this time is that the 
levees have been built up to such a point that it is impossible 
for the waters to go off in their natural course and the way 
that God intended, and that water must come over to the 
east bank. And as proof that there has been damage, I have 
told you of these magnificent farms with mansions that cost 
from $150,000 to $200,000 to build all gone to rack and ruin. 
The people are in a helpless condition. The ground was very 
fertile, and a man could grow from a bale to a bale and a half 
of cotton to the acre. The ground was rich as the land in the 
Valley of the Nile, and to-day it is almost worthless. Up to 
this good hour not one dime of compensation has ever been 
given to a single one of those landowners. That property was 
so valuable that it was picked out by the pioneers on which 
to settle. The people from Ireland, the people from England 
and Scotland, people who had means, came back there before 
the State of Mississippi was even a territory, when it belonged 
to the Government of Spain, and picked out this fertile land 
above the danger of overflows, and established these immense 
places there for habitation. Steamboats then came down that 
river-great palaces as big almost as run on the Atlantic Ocean, 
and to-day there· is nothing but a few tugboats and small 
barges, with the exception perhaps of the Tennessee BeUe. 

1\fr. SNELL. And the gentleman contends that the people 
who own that wonderfully fertile valley and those beautiful 
homes are not able to pay anything as a contribution toward 
levees? 

Mr. QUIN. They can not pay taxes. In the first place the 
land can not be leveed. The terrain is such that a levee was 
never needed on the east bank of that river. Since they have 
built them over there on the other side, the Louisiana side, and 
raised the level of the water, the water has come over and 
ruined those plantations in Mississippi in my district. It 
would be worth more than the land itself to construct and 
maintain the levees, and so the Mississippi River Commission 
in its wisdom recommended the three things that I have stated. 
and Congress has failed to do anything. We now have the 
opportunity to do justice and equity to those people. No one 
could expect the property of an individual citizen of the 
country or of a corporation to be confiscated for the public 
good without some compensation given to the owner. 

- But to this hour .tllere has not been the case ·presented when 
Congress bas not declined to do it, and · the Supreme Court of 

., 
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the United States, I presume in a just decision, decided that 
it was not a matter for the courts. That is the decision in 
the Jackson ca e, and the gentleman from the C-ommittee on 
Rules, the gentleman from New York [Mr. SNELL], may do 
well to read that ca e and see that it is impossible for these 
people to get ju tice in the courts. The only place where they 
can get justice is in this forum, just where I am pleading now. 

I think we had a bill in 1914 or 1916, reported from the 
Committee on Claims, to settle this matter, but Congress did 
not see fit to do it. We had prec-edents where that had been 
done in Illinois and \Vi consin and other States of the Union. 

Mr. MANT.-OVE. Will the gentleman yield right there for a 
question? 

Mr. QUIN. Yes. 
Mr. 1\IANLOVE. Is there any legislation now pending in 

Congt·ess looking to that end? 
Mr. QUIN. We are trying to get it into this flood control 

bill. The bill which has been reported out by the committee, 
in my judgiDent, does not go far enough to protect these pe-ople 
that I am describing. I ha\e a rough draft of an amendment 
to insert in that bill. If Congress will pass it, it will do justice 
to those people. 

Mr. MANLOVE. Will that cover the particular claims of the 
farmers who have lo t by reason of the inundation of then· 
farms, or will it be by a blanket measure? 

Mr. QUIN. That will depend on what Congress may fix 
for the handling of the flood problem. Those people that I 
have described have been left out of all legislation, and I be. 
lieve they are left out of the present proposed legislation. But 
I tell you I am going to stand here and fight for the rights of 
those people. Do you think we ought to sit down and let this 
va. t program go through and this wrong continued to those 
helpless people who ha\e seen their plantations go to wreck? 
They can not obtain credit from a safe and sound bank, and I 
doubt if a safe and sound bank w<>uld loan money on that 
proposition. 

Mr. GARRET!' of Tennessee. Mr. Chairman, will the gentle-· 
man yield for a moment? · 

-Mr. QUIN. Certainly. 
Mr. GARRETT of Tennessee. It i important that gentle. 

men should understand the real position in this matter. I 
l'efer particularly to the gentleman from ~ew York [Mr. SNELL] 
and the gentleman from Missouri [Mr. MANLOVE]. Heretofore 
the Federal Government has steadfastly refused through all of 
its branches--executive and legislative--to assume any part of 
the responsibility for damages. · 
· Of com·se our equities have been there all along, the equities 
of those who have been situated like the entire State of Ten­
nessee and the section referred to by the gentlman from Mis­
sissippi [1\Ir. QUI~] ; and the courts have rejected all efforts by 
the landowners to pre s claims against the sovereignty on the 
other side of the stream. The sovereignty could not be sued. 
we have bad no remedy and nowhere to go to enforce our 
rights. 

·Mr. Sl\~LL. May I interrupt the gentleman there? 
Mr. QUIN. Yes. 
Mr. MANLOVE. In other words, I am sure the Latin 

phrase, " in statu quo," as often used in present-day parlance, 
is true of the people down there. 

Mr. SNELL. Suppose that neither the Federal Government 
nor anybody else had ever put any levees or revetments down 
there. " 7 ould your people still insli;!t <>n damages? 

Mr. GARRETT of Tennessee. No. It is extremely doubtful, 
however, if there would have been very much overflow, be­
cause on the Missouri and Arkansas and Louisiana side the 
level is lower than on the east bank, and there is such a wide 
spread of water that the water went 75 miles out into Missouri 
and Arkansas. · 

Mr. MANLOVE. Suppose the water had gone 75 miles to the 
west. Possibly it would have been impracticable to lower the 
levees on the west side and let the water take its natural 
course. Now, what is the probable extent of territory of these 
fine farms which have been ruined on the east side of the 
river? · 

Mr. GARRETT of Tenne-ssee. In my territory at its wide t 
point it is about 10 miles wide. It begins at 9 or 10 mile and 
slopes down to nothing. Something like 500,000 acres of land 
have been damaged. And another factor of damage that I 
would call attention to, although I do not want to interrupt 
the gentleman fr·om Mississippi unduly-but another factor of 
damage that enters into it, at least in my section, i s the fact 
that purely for the purpose of providing levees on the west bank 
of the river revetment work bas been put in which has so 
changed the current of the Mississippi River vaturally that it 
bas been thrown over and is cutting away the east bank. I 
have put into the RECORD a letter from a woman for whom 

. 
I can vouch, in which she states that she had a valuable farm 
of several hundred acres and now she bas only 300 acres left, 
and sand has been spread over that. It is 111ined. 

Mr. MANLOVE. Another thing presents itself to my mind. 
You hear people talk about outlets and pockets designed to 
drain the flooded area. What would be the condition of tbis 
fertile land in Tennessee and Mississippi if by some arrange­
ment the water could be diverted and your land on the east 
bank left dry? Would it still be good land, or has a great deal 
of it been washed out? 

Mr. QUIN. A great deal of it has been ruined, washed out. 
sand deposits ruining much of it, because the levees constructed 
on the west bank of the Mississippi River. · 

There were great bars of sand, several hundred feet or a 
thousand feet wide and as tall as a barrel in some places. 
In Claiborne County, Miss., there was once a populous town 
called Grand Gulf. By this revetment work on the other side 
of the river they have made it cave in until where that 
place stood is now across the river on the Louisiana side. 
Now, . we have another place, Rodney, in Jefferson County, 
where the process made the land e~nd out 6 miles into the 
river. So you can see what has been accomplished by man's 
work. It has inevitably acted in such a way as not only to 
destroy the land on the east bank, but in many instances to 
damage it in many places and then to make it so that a crop 
is not certain, becau. e if there comes any high water at all it 
is bound, through this le.vee system, to come over and ruin the 
crop. 

l\Ir. MANLOVE. We can well under tand that periodically 
your crops are drowned out, but what I am wondering is how 
many acres of land in your State in these particular places 
you are telling us about are completely ruined or partially so. 

Mr. QUIN. I would not say completely ruined, but there are 
about 250,000 acres inundated by this levee system and I would 
say that a great percentage of that has been totally destroyed. 

Mr. SNELL. But that would only be a small percentage by 
reason of the deposit of 3 or 4 feet of sand. 

Mr. QUIN. Well, there is a good deal of that, and the 
overflows because of the levees make practically all of it 
worthless. There can not be any certainty of a crop any year. 
Before levees on the west bank of the Mississippi River it was 
practically sure of a good crop every year. All of this land 
was not in cultivation. You w1derstand that a big lot of this 
is woodland. All of this land was not producing fine crops, as 
I have said. 

Mr. M.A..~OVE. Was the timber drowned out? 
Mr. QUIN. In many instances the timber died, but there is 

a type of timber that grows in this soil. In this particular soil 
willows grow up, and that was one reason why the Mississippi 
River Commission thought it would be advisable for the Gov­
ernment to buy that soil. I think they estimated they could 
acquire all of the territory affected in these four counties in 
the State of Mississippi mentioned by me for about $2,300,000. 
However, that was many years ago. 

The CHAIRMAN. The time of the gentleman from Missis­
sippi has expired. 

Mr. BUOIIA.!.~AN. Mr. Chairman, I yield the gentleman 20 
additional minutes. 

Mr. GARRETT of Tennessee. I want to give the gentleman 
one illustration and then I will not again interrupt the gen­
tleman. I did not mean to b.e understood as saying there were 
500,000 acres of land ruined in my section, but what I meant 
was that there was at least that much subject to inundation. 
Now, just to illustrate what the 1evee will do. 

I was at the little city of Hickman, Ky., one day in April, 
very shortly after I bad reached home. You will remember that 
the flood with us began early in the spring. Hickman, I sup­
pose, is a town of about 3,000 people, and the residence portion 
of it is on a pretty high bluff, but the business part of the 
town was under water from 10 to 36 inches deep. On the day 
following my visit there what is known as the Dorena Levee 
aero ·s in Missouri broke and within 20 hours all the water was 
out of Hickman. 

Mr. DE~IPSEY. Will the gentleman from Mississippi permit 
me to ask a question of the gentleman from Tennessee? 

MJ.·. QUIN. Certainly. 
Mr. DEMPSEY. I cal\ not understand what the gentleman 

has said about damage l:IY revetment work. Revetment work 
is done not to change the channel or not to change the banks 
but to stabilize the banks as they are, and it would seem to me 
from seeing it done there, a I did last fall, that the stream 
would simply be stabilized and made to flow in the channel as it 
is. How, then, could you get damage on the opposite side from 
revetment work when that simply makes your channel remain 
just as it was? 
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Mr. GARRETT of Tennessee. The difficulty is that that 

theory does not work out, or, at least, it did not work out 
opposite to my district, because, as I understand it, there is no 
question in the minds of the engineers but that the revetment 
work put in at a certain point there, at Booths Point, on the 
west side of the river, did cause a diversion of the current. 
It threw it over and it began to cut away the east bank of the 
river, while it was put there primarily for the protection of the 
levee that was on the west bank. 

Mr. DEMPSEY. That was back of the bank? 
Mr. GARRETT of Tennessee. Yes. It was put there to keep 

the bank from being cut away. 
Mr. DEMPSEY. So it would go back to the levee? 
Mr. GARRETT of Tennessee. Yes. That was on the west 

bank, and it diverted the current so that it threw it over on the 
east bank and took a way my people's land. 

Mr. WHITTINGTON. Will the gentleman from Mississippi 
permit me to ask a question of the gentleman from Tennessee? 
· Mr. QUIN. Yes. 

Mr. WHITTINGTON. I was just wondering whether the 
gentleman could put in the REcORD the names of any engineers 
who support the statement that levee work on the Missouri 
side caused a caving in on the Tennessee side? 

Mr. GARRETT of Tennessee. I did put a statement in the 
RECORD. 

Mr. WHITTINGTON. I remember the gentleman's state­
ment and his statement before the Committee on Flood Con­
trol, but I do not recall the names of any engineers, certainly 
no Government engineers, who maintain that the construction of 
that revetment work caused a cave-in on the opposite side. 

Mr. QUIN. There is tbis about it: We know that something 
bas caused it. We know that this river did not hurt us like 
God in heaven put it there. We know that on the east side, on 
the Mississippi side, much of the space was 7 feet higher and 
much of it 14 feet higher than on the Louisiana side before the 
levees we:r;e built ; after the levees were constructed on the 
Louisiana side and after the outlets were closed so that the 
water could not go out of the Mississippi River, and when it 
had to be confined in this channel which the engineers made by 
constructing levees, the waters came over to the Mississippi 
side-the foothills--and ruined all tbis farm land. There is 
where the damage has come to the people I am representing and 
for whom I am pleading here. They have been to every place 
seeking redress and now the last resort is before this Congress 
when we are passing on the general flood-control proposition, 
and it appears to me that the people of the United States, whom 
you gentlemen represent, would not want these few individuals 
to be sacrificed even for the public-good. 

It appears· to me these people have been long-suffering. They 
have borne the brunt of the levee system. These people have 
stood there and lost their crops, they have lost their properties, 
and now, when the Government is recognizing, as I believe we 
are doing from one end of this Republic to the other, the fact 
that we must assume control of the Mississippi River, these 
people, the riparian landowners, who have been damaged with­
out their consent and without any fault on their part and 
against their will, ought to be compensated in some way for the 
wrongs that have been done them and must continue to go on 
unless there is a change in the river system; and, of course, 
under this flood control bill levees are going to be maintained. 

I do not know whether they are going to provide the neces­
sary outlets or not, but even if they provide the necessary 
outlets below and clear down to the Gulf of Mexico, we will 
not have any redress because the levees are already there and 
the water seeking its level, when it can not go out on the 
Louisiana side, must come over on the east side as it bas 
been doing in the past. 

Is it possible that the United States Congress would pass this 
bill without protecting these riparian landowners? In this age 
when everybody seems to be out grabbing after wealth, it looks 
to me like we should occasionally look at justice. The American 
people, a great and honest people, want justice done to all of 
its citizenry. 

These citizens along the east bank of this rive~ have suffered, 
they have endured, and now they come to their accredited rep­
resentatives in Congress and ask that justice be given to ·them. 

Mr. DEMPSEY. Will the gentleman yield? 
Mr. QUIN (continuing). And you, my friends, will help us 

to get this justice that our people are asking. 
Mr. DEMPSEY. I am asking this purely for information. 
Mr. QUIN. Certainly. 
l\1r. DEMPSEY. When the original bill was passed, providing 

for flood control, under which the Mississippi River Commission 
has operated from its inception, was there any provision in the 
law for compensation to those who might be injured by the 
construction of the levees? 

Mr. QUIN. I think not. The Supreme Court of the United 
States has decided .there is no r·emedy at law and the only place 
where justice can be done is. through the Congress of the United 
State~; and as on~ humble Representative of these people, my 
constituents and friends--and those of other districts--! come to 
you gentlemen and ask that you place it in this flood control bill 
and give these people the justice and the equity for which they 
have been pleading all these years. 

Mr. SNELL. Will the gentleman yield? 
Mr. QUIN. I yield to the gentleman from New York. 
Mr. SNELL. Is not this last flood the only flood that has 

been very dangerous or ~estroyed very much property in the 
~:entleman's district? 

Mr. QUIN. Ever since they started the levee system or ever 
since they had the levees high enough on the Louisian~ side of 
the Mississippi River, it has been doing this damage that I 
have related. 

Mr. SNELL. I understood from the people when I was down 
there that this was the first flood that had ever gone down 
through the Yazoo district 

Mr. QUIN. I am not talking about the Yazoo district. I 
am talking about the district between Vicksburg and Baton 
Rouge. 

Mr. SNELL. Oh, farther down. 
Mr. QUIN. Yes. You understand this was called by the 

Mississippi River Commission the Hourochitto-Natchez district 
and the other Js the Brunswick and Yazoo di!:!trict. I do not 
think they ever had any trouble up there. They make cotton all 
the time, but these people I am talking for, since the levees have 
been built, have been damaged continually, and I have tried to 
make it plain that these magnificent farms, productive allowing 
their owners to live in opulence, have now brought them to an 
impoverished condition where they are hardly able to pay their 
taxes. 

Mr. MANLOVE. Will the gentleman yield? 
Mr. QUIN. Certainly. 
Mr. MANLOVE. I will say to the gentleman that his argu­

ment has produced a profound impression upon me and there 
is one thing .I would really like to know and r' think the 
Congress would like to know more than anything else. In view 
of other legislation, probably not · of tllis tenor but of a some-
, what similar tenor, I would like to ask the gentleman whether 
or not, if Congress attempts to settle the damages that have 
now been incurred, it may not become cumulative and these 
same landowners or those to whom they may sell, be back here 
repeatedly asking for a continuation of appropriations to take 
care of such damages in the future, so that eventually we would 
have to pay for this same land over and over again. If that 
condition can be taken care of, I will say to the gentleman I -
am heartily in accord with his argument. ' 

Mr. GARRETT of Tennessee. That will have to be taken 
care of. 

Mr. QUIN. That will be taken care of. One way to do 
that would be through a receipt signed as an estoppel. But in 
my judgment, the Mississippi River Commission recommended a 
much better plan, and that is to buy the land straight out. The 
Government will always have to have. it and they can use. the 
willows there in making up their mattresses. The Government 
should buy it straight out and maintain it as a forest reserva­
tion. This is set out by the Mississippi River Commission in 
one of its reports and is also in the hearings. 

In my judgment the Congress of the United States could 
do one of the three things that the Mississippi River Commis­
sion recommended, and justice could be done to all of these 
landholders and nobody suffer from subsequent and consequent 
acts. I yield. 

Mr. EVANS of California. Has any report of the board of 
engineers or a commission or otherwise been made showing that 
by the construction of the levees on the west side the east side 
was inundated? 

Air. QUIN. Yes; the Mississippi River Commission say that 
in . the report, and they say it practically in the indicative 
mood. 

J\lr. EVANS of California. What is the date of that report? 
Mr. QUIN. Nineteen hundred and twelve. 
Mr. EVANS of California. Has any protest ever been made 

by the people on the east side? 
Mr. QUIN. They have been to Congress for redress, but the 

bill could not get through. The Supreme Court of the United 
States ruled that the Government could not be sued in a case · 
of that kind. So the only chance is of the vote of you gentle­
men in this Congress in the flood control bill to give them the 
compen!!)ation they a1·e entitled to. 

l\lr. LEAVITT: Will the gentleman yield? 
Mr. QUIN. I yield to the gentleman. 
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M1·. LEAVITT. Is t.be area which the gentleman speaks of 

timbered now? 
Mr. QUL.~. There is some cottonwood and willow timber on 

it. It is not the long-leaf yellow-pine timber. 
Mr. LEA YITT. I am greatly interested in the proposal of 

the gentleman, but I am wondering if that land could be made 
into a timber area? 

Mr. QUL~. Oh, ye . The commission says so. I hope the 
gentleman will read the report of the commission. It is in the 
flood-control hearings. The gentleman from Tennessee [Mr. 
GARRETT] bas the statement there. This is in the section of 
the counh·y where the Government could make use of it, and 
the Mississippi River Commission so Stated. There were three 
things in view, and they recommended this as the best of the 
three-that the Government acquire title to it. 

Mr. LEAVITT. It could be made valuable so as to be a good 
investment for the Government? 

Mr. QUIN. Yes. Our Government,. I presume, will continue 
to handle the Mississippi River project and handle it in a gov­
ernmental manner, and they will need all the willow in the 
Government work, and they cau raise it instead of having to 
go out and buy it at a high price from somebody else. They 
can get all they need on their own reservation. 

Mr. MANLOVE. Will the gentleman yield again? 
1\lr. QUI~. I yield. 
Mr. MANLOVE. Does the water overflow to the extent that 

it would prevent making it a game refuge? 
Mr. QUIN. No. This is the hillside of the MiBsissippi River, 

and in this section in these four counties the hills come close to 
the bank of the rh"er. You know, naturally, if the edge of the 
bank is 14 feet higher than it is on the other side there is a 
hill on the higher side, and then back a few miles are the hills 
that would take care of all of the game in case of a flood or 
highwater; they would make their escape to the woods. 

Mr. EVANS of California. Are there levees on the east side? 
Mr. QUIN. The Mississippi River Commission reported that 

it would be impracticable, as much as the land is worth, to 
construct and maintain levees on the east side. 

Ur. EVANS of California. Therefore they let it overflow? 
Mr. QUIN. Yes; the people did try in two places to construct 

levees, but they say it was a losing game. You could not 
build a levee high enough to protect the land without prac­
tically contlscating the property. 

The fellows above may not have levees, and the water would 
come in back behind these levees. In other words the flood 
control bill practically makes this the flood way of the Missis­
sippi _ River; nil the land and·.all ~e banks that I have de­
-scr1bM to you ·under the pending bill is. practically the flood 
area, the chanbel of the Mississippi River as far as practical 
purposes are concerned, and it is without compensation to the 
owners of the flooded area. 

Mr. EVANS of California. How many acres are involved? 
:Mr. QUIN. Two hundred and fifty thousand acres, and in 

Tennessee 487,000, and I do not know how many in the dis­
trict of the gentleman from Louisiana [Mr. KEMP]. 

Mr. CARSS. Will the gentleman yield? 
Mr. QUIN. I will. 
Mr. CARSS. If the Government should purchase it, would it 

make a good game preserve? 
. :llr. QIDN. Yes; it could not have a better one in the United 
States. It is an ideal spot. 

Gentlemen, of all the matters that have been before tbe Con­
gress in my judgment there has never been one with more jus­
tice and equity on the ide of the complainants than we have 
here on the side of these riparian landholders. There has not 
been an act of omission or commission on their part that brought 
the condition about. They are simply being immolated on the 
altar for the public good. These good people have undergone 
the hardships all these years. They now ask the Congress of 
the United States to come to their relief and give them justice. 
Gentlemen, in my judgment this bill should carry a provision 
like I have just stated here, or something equivalent, in order 
that the riparian landholders shall receive compensation for 
the damages, the wrongs and the injury they have suffered and 
will suffer in the future. f Applause.] 

1\Ir. BUCHA...""lA.."\f. Mr. Chairman, I yield 20 minutes to the 
~entleman from New York [1\fr. O'Coxl\~]. 

Mr. o·co~""ELL. Mr. Chairman and gentlemen of the 
House, on Monday, February 20, 1928, this House, following 
the example of its great Committee on Military Affairs, 
unanimously passed H. R. 5494, which has for its beneficent pur­
pose the ~ending of the mothers and unmarried widows of the 
heroic dead of the World War, at Government expense, to the 
graves of their sons or their husbands in the cemeteries abroad. 

I called attention at that time to tbe fact that those of us 
that had to do with the adoption of that legislation enjoyed a 

great privilege and honor~ and could always look back in future 
yeru·s with satisfaction to participation in the completion of a 
meritorious and salutary accomplishment. The distinguished 
author of the bill, the gentleman from Pennsylvania [1\lr. 
BuTLER], whose cotutesy and kindness has endeared him to 
every Member of this House, has assured me that since the 
passage of this act, the newspapers throughout the country and 
the country at large, have, with practical unanimity, applauded 
our action. So the country is thrilled by the fact that we are 
permitting these splendid women, as guests of the Government, 
to kneel at the graves of their beloved dead in the hallowed 
fields of France and Belgium. Their hearts are bowed in grief 
and pain because of the irreparable loss sustained in the 
World War. If reason had prevailed in those hectic and his­
toric days there would have been no war, and there would have 
been no casualties, no dead, and those splendid boys would, most 
of them, be he1·e to-day, and this sad pilgrimage these women 
~re compelled to ~ake would be unnecessary. Surely the saying 
IS true that war lS hell. Let me read for you a vivid de crip­
tion of this awful conflict which recently appeared in the 
Brooklyn Daily Times of my home city, written by its great 
columnist, "A B M." I think it especially appropriate as I am 
discussing the subject of war, and I am sure will imp1--ess the 
Members of the House with this war. I quote: 

A moving picture of the war, depicting the battles of 1916, bas been 
shown in Paris. 

The verdict of those who saw It is that It is too horrible to be publicly 
shown. 

Descriptions of it shake the heart and mind of every civilized man and 
woman. 

Berlin audiences that saw it left the theater grim, white-lipped, silent, 
stricken dumb with fright. 

They had seen films from the official cameras of the War Depart· 
menta of France and Germany ; taken in the very midst ot the battles 
by photographers who came out alive only by miracles. 

This film should be shown. 
Not just to students at military training colleges, not just to 

officers and soldiers, but to every citizen of eve.ry country in the 
civilized world, whether it plans war or not, whether it dreads war 
or not. 

Forget the nationality of the soldiers who took part. Remember only 
that they were human beings, our fellowmen, tlesb and bones and blood 
like ours. 

Show nations this film. 
Show them the ranks of attat'king soldiers, advancing under cover 

of their barrage to the trenches uprooted and devastated bl' advance 
fire. Show the first rank fall, clUtching its knees. Show the machine­
gun fire raised to meet the next rank. More abdomen and chest 

' wounds now. Show line after line falling upon the bodies of those 
who went first, until the attack becomes an insane stampede, an 
unbelievable nightmare. 

Show the column of soldiers Dlll.rcbing away fi•om the front, guarded 
by sentinels with fixed bayonets; one of the daily batches of men 
gone insane with the sight of war. 

Show the bombardment of Dead Man's Hill. The artillery plays 
against the sides of the hill where thousands of dead and wounded men 
lie. The exploding shells send up showers of mud and d~bris mixed 
with human bodies, arms, and legs. 

Show the close-up of an infantryman racing directly for the camera ; 
his face distorted till it loses all human semblance; he runs like a 
madman, tearing his uniform on the barbed-wire, l'ipping the flesh 
from his own bands and legs ; the most horrible close-up ever recorded 
on the screen. He stops, claws at his throat, drops on his knees. He 
is still biting the filth and mod around him when smoke blurs out the 
picture. 

These are not the ravings of a hysterical and sentimental pacifist. 
They are the facts, registered on celluloid ; the cold truth seen by the 
eye of official cameras. 

They tell what mankind forgets too easily; what the new generation 
of peace can not imagine, because it is too terrible to think of; what 
even the returned soldier most forget it he is to stay sane. 

Every war is the same. Read The Dynasts, by Thomas Hardy, for a 
picture of the Napoleonic battles. Read · Chickamauga, by Ambrose 
Bierce, for a picture of our own Civil War. Read The Red Laugh, by 
Andreyev, for another picture of the World War. 

This film should be shown. , It is not lurid exaggeration. It is not 
overheated imagination. Would that it were! 

Show it to every nation alike, little and big, powerful and inslgni.ft· 
cant, peaceful or pugnacious. Show it to the savage just making the 
acquaintance of another civilization; show it to old and cultured 
Europe ; show it to young and vigorous America. 

Show it to diplomats and ambassadors sitting at the tables where 
treaties are drawn up. Show it to rulers-kings, presidents, dictators. 
Show it to scientists and inventors preparing in laboratory and research 
stations the machines and gases of another war. 
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Show it to business men, big and little; t-o financiers, dreaming of 

· commercial dominion, blind sometimes to the fearful price of confiict in 
· terms of gold. Show it to labor, to the men and women of every 
' country who work. · 

Show it to the mothers and fathers of the world. That infantryman 
is their kindergarten child, their young son. Show it to every occu­
pation, trade, profession, and business between the Arctic Ocean and 
the An tare tic. 

Say to them, "This is war. These are no studio battle fields, no 
painted wounds, no bloodless conflicts reeled off to the bang of a movie 
orche ·tra's piano. These are real deatlls, real slaughter, real maim­
ings." 

Let audiences of every nation come out gti.m, silent, white lipped. 
Say to them, "This is war among the nations of humanity. Shall 

we have more of it?" 

Mr. SNELL. l\Ir. Chairman, I ~·ield 10 minutes to the gentle­
man from Pennsylvania [1\fr. McFADDEN]. 

Mr. 1\lcFADDEN. Mr. Chairman, I want to call the attention 
of the House to a situation that has developed in finance in this 
country during the past few months which has attracted the 
attention of the students of finance and banking to an extent 
that it has brought forth, during the last few months, speeches 
by such eminent bankers as Charles E. Mitchell, president of 
the National City Bank of New York, and 1\Ir. John McHugh, 
president of the Chase National Bank of New York City, two of 
the largest and most important banks in the country. Mem­
bers willt·ecall that last year, about a year ago now, we passed 
the McFadden Act, which amended in important particulars 
the Federal reserve act and the national banking act, bring­
ing the machinery up to date, so that the banking business of 
this country could proceed in an orderly and proper manner, 
since which time the assets of the national banking system 
have increased $3,000,000,000, and the law is working in 
a splendid manner. I do not care to comment further on this, 
but desire to quote 1\Ir. Mitchell as follows: 

Charles E. Mitchell, president of the National City Bank, writing 
in the current number of the American Bankers' Association Journal, 
calls attention to the increasing cost of bank operations and the com­
petition for business whereby banks are finding themselves between the 
upper and nether millstones of high interest rates paid on deposits and 
diminishing yields on investments. He says the subject is pressing 
because the general trend of money rates is likely to be downward for 
some time to come, which must have a tendency to still further reduce 
the retum on high-grade securities. It is a trite remark that "banks 
live mainly upon the margin between interest received and interest 
paid," but present-day practices seem to ignore this principle. 

Against gross earnings of all member banks in the fiscal year ended 
June 30 last of $2,068,870,000, expenses aggregating $1,475,200,000, or 
about 70 pet• cent. After net losses and dividends there was only a 
margin of $147,351,000 Jert. The largest item in the banks' expense 
account is interest on deposits, which last year amounted to $687,-
021,000, or 46.5 per cent. 

Obviously there are two alternatives before the banks. Either they 
must reduce operating expenses, including salaries, or cut interest on 
deposits. Competition for business and the numerous services which 
banks now feel called upon to extend customers have brought them to 
their present predicament. To curtail these services now, or to cut 
salaries, are extreme measures not justified in the circumstances. 
There are sound economic reasons why interest rates on deposits should 
be lowered. 

Mr. Mitchell traces the influences since the war, through increase in 
our gold holdings and accumulation of wealth to bring about lower 
money rates. He points out that current interest rates on deposits 
should be based on current bank earnings, not on past profits. Many 
banks hold bonds which they acquired when yields were higher than 

- are ruling now. They are enjoying high returns on original costs or 
perhaps realizing profits by sale. qearly these earnings are not on 
a permanent basis. 'l:ield on a selected list of high-grade bonds fell 
since the close of 1925 from 4.64 per cent to 4.11 per cent, and a similar 
list of State and municipal bonds declined from 4.20 per cent to 3.89 
per cent. How can banks afford to pay as high as 4 per cent on de­
posits, as some country institutions (not savings banks) have been 
doing'/ It means that such banks must venture into investments offer­
ing higher returns, but which are not consistent with safety. Savings 
banks, !}uilding and loan associations, and banks of discount have 
separate and distinct functions to perform and are governed by sepa· 
rate laws. They should not encroach upon each other's field. 

!'ortunately the situation is being realized by the so-called country 
banks. Last fall certain up-State banks passed a resolution that after 
Januat·y 1, last, no more than 3% per cent should be paid on savings 
accounts. Even that rate might well be cut. New York Clearing 
House banks pay only 21f.! · per cent on 30-day deposits and saw no 
reason to make a change. when the rediscount rate was recently ad-

- vanced to 4 per cent. In a period of established easy money, depositors 
can not expect to be a privileged class. 

I now quote Mr. Jolm McHugh. Mr. McHugb, a~ong _ other 
th~gs in his speech, said this : 

But many country bankers feel compelled to .buy, investments' pri· 
marily with reference to yield because they are pa;~-:ing high inter·est 
on their deposits. They hesitate to offer less interest to depositors, 
fearing that the deposits will then go to competitors. They feel tbem­
selves caught between an upper and a nether millstone. If they pay 
high interest on deposits, they can not buy Government securities, ac­
ceptances, outside commercial paper, and other highly liquid ouligations 
with their depositors' money. If, on the other hand, they pay low 
inter·est on deposits they fear they will lose business to competitors. 

This is the situation which comes about because of the great 
plethora of money in this country and the lack of proper invest­
ments in which that mouey can be placed. Quoting further 
from his speech : 

If, in the process of reduction to lower· interest rates on deposits, cer­
tain time deposits are withdrawn· and the proceeds used in tbe purchase 
of secmities and real-estate mortgages by the depositor, this is pre­
cisely what ought to happen. The country banker who C:\Jl market 
part of his holdings of mortgages, and safe, high yield securities with 
narrow market, to his own depositors has improved his position and the 
community's position. 

To my mind, 1\Ir. 1\IcHugh and 1\Ir. :Mitchell have touched one 
of the vital things in our present banking situation. This ac:. 
cumulation of idle savings of the people in the banks of this 
country in the form of demand deposits at interest, which de­
posits are in turn invested by the banks in long-time loans is 
one of our important problems for banking to solve to-day. We 
have some 30,000 bapks in the United States that are equipped 
to carry on a banking business. Because of the fact that we 
have been turning our national re ources of late into cash to 
such an extent and because of the changed financial conditions 
throughout the world, it has brought a vast amount of idle 
money into these banks. I want now to quote an item from 
Moody's Investors Service, written by a careful financial an­
alyst, who have given very careful thought and attention also 
to this very subject. Quoting, in part, speaking on this same 
subject, he says : 

But to allow 4 per cent interest on depositored funds which must 
be employed in bond investment is unsatisfactory, because of current 
prices of strictly high-grade bonds do not yield enough over 4 per cent 
to show many ba.nks a satisfactory margin of profit. 

1\Ir. CELLER. Mr. Chairman, will the gentleman yield? 
.Mr. 1\foFADDEN. Yes. 
1\Ir. CELLER. Is the gentleman aware that in New York 

State attempts are being made to allow savings banks wider 
range in their investments so that they in turn may grant a 
greater yield or continue to pay what they do now to their 
depositors? 
. Mr. McFADDEN. Yes. 

Mr. CELLER. And that is along the lines of the gentleman'lt 
thought? 

Mr. McFADDEN. Yes. Quoting further from a speech of 
Mr. Mitchell along this same line, he calls attention to the in~ 
creasing cost of bank operations and the competition for busi~ 
ness, whereby banks are finding themselves between the upper 
and the nether millstones of high interest rates paid on deposits 
and the diminishing yields on investments. He 8ays the subject 
is pressing because the general trend of· money rates is likely to 
be downward for some time to come, which must have a tend~ 
ency to still further reduce the return on high-grade securities. 

That leads me to make the remark that in the economic con· 
ditions which are confronting not only the business interests of 
the country but the bankers, a word of warning should be 
issued the depositors and to the country banks throughout the 
country to stop, look, and listen in connection with the rates of 
interest they are demanding' and paying on these idle fnnds 
and to pay attention to the kind of investments that the funds 
are invested in. We all know here that there are now pending 
in this House and in the Senate committee bills asking Congress 
to investigate the subject of brokers' loans. 1\Iy friend from 
Iowa [Mr. DICKINSON] some time ngo put in such a bill. 
To-day in the Committee on Banking and Currency of the 
House a hearing on· the La Follette bill has been held on this 
subject of brokers' loans, the attention of Congress being 
directed to the large amounts of investments by banks in that 
class of loans in the city of Kew York, asking that the matter 
be curbed. Some people are suggesting that the management 
of the Federal reserve system should curtail brokers' loans. 

Those loans are made possible at this time, in my judgment, 
after the study I haYe made, because of the coming into New 
York from the country of this vast amount of idle money. It 
is an important subject, and I \vanted to say just a few words 
to the House and to the country along those lines. 
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I am sure the American people · need no one to tell them that 

.. ince the World War we have changed from a debtor Nation 
to a cre<litor Nation. But Yery f.ew realize that our prosperity 
and wealth is bringing many changes in our banking and finan· 
ciul practices. 

Those who are responsible for the operation of our Federal 
1·eserve banks, large commercial bank , and our finance com­
·panies have a stewardship, the responsibility of which they 
fully realize, but which the American people do not fully 
appreciate. ~or do the American people realize the work which 
i8 being done to-day and which will show its benefits in the 
to-morrows. 

When I was in England last year it afforded me considerable 
pride when meeting their bankers to compare them in my own 
mind's eye with those at home. I always knew we could be 
proud of our financiers, but many Americans ha"\""e not . this 
Ol>I>Ortunity of comparison. 

Of course, the very existence and operation of our Federal 
reserve banks, together with the praise that has come from the 
bankers of England, should be evidence to all of us that our 
bankers are cognizant of our new wealth and will guide and con­
serve this wealth for the American people. 

The banks of our country are confronted with a new problem. 
Their depositors are asking for advice and information about 
inve ·tment trusts and their securities and for information as to 
what to do. 

Now, coupled with this great influx of money comes along 
the proposition of the development of new methods of investing 
this vast amount of idle money, and since the passage of the 
banking act a year ago there has developed the investment 
trust in this country. It is an important development, and I 
desire to call the attention of the House and of the country to 
this development, and it seems to me from the study I have 
made of it that there is an organization which, if properly 
handled, might be very beneficial in helping our investors to 
solve the question of how best to invest their idle funds at this 
time, with the great plethora of money and lowering of returns 
on investments. 

The investment trust is growing so fast in the United States 
that almost every day sees a new one created. Over 150 differ­
ent trusts with resources of over $800,000,000 have suddenly 
been created. This is one of the startling effects of our becom­
ing n creditor nation. In other words, we now have more 
money than we have securities, and the buying side of the se­
curity business, for the first time, is being organized through 
the medium of these investment trusts. 

"When in London, economists, bankers, and investment trust 
managers prophesied to me, that within the next 10 years the 
United States would have at least 500 difi'erent investment 
trusts, with resources of over $10,000,000,000. 

Now, there can be no question, but that a soundly managed 
investment trust is of great benefit to the investor of moderate 
means, and of still greater benefit to the capital market in 
stabilizing security prices. 

Heretofore we have not had these investment trusts in this 
country. The Congress a few years ago did pass the so-called 
Edge bill which really was an investment trust bill, but which 
provided' simply for the accumulation of foreign investment 
securities to be put into acceptable form for investment of 
American capital, but that did. not permit the investment in 
investment securities originating in the United States. 

The CHAIRMAN. The time of the gentleman from Penn­
sylvania has expired. 

:Mr. McFADDEN. May I have five minutes more? 
:Mr. DICKINSON of Iowa. I yield to the gentleman five 

minutes more. 
The CHAIRMAN. The gentleman from Pennsylvania is 

recognized for five minutes more. 
Mr. McFADDEN. When we•created the system of Federal 

land banks we created under national law an investment trust 
for farm mortgages-and thus given the farmeJ."S a savings 
in interest annually of $180,000,000. 

My chief concern about our investment trusts is their future 
growth. Will our trusts protect the , savings of our Amelican 
investors or will millions be lost through unsound management? 
This sa~e thought was expressed in a recent editorial in the 
London Economist which said, speaking about American trusts-

They may be compelled to proceed by the method of trial and error 
along the path trod !len by Englishmen 40 or 50 years ago • • • 
and that many of these American trusts would scarcely be recognized 
as legitimate investment trusts in Great Britain, nor would their 
methods receive universal approbation. 

( See Exhibit A.) 
The investment trust has been defined as a convenient form 

, of organization, by means of which the funds of many j.nvestors 

are brought together for the sole purpose of investment, so as l 
to give the investor of moderate means the same advantages 
that the large capitalist receives. Thus, the small investor . is 1 

able to obtain the two important things usually lacking in the , 
investment of small funds. First, the detailed attention of men , 
who make investment their business ; second, the wide and · 
adequate distribution of investment rLks. (See Exhibit B.) 

For more than 60 years the investment trust has been a , 
favorite medium of in"\""estment in England and Scotland. Their 
soundly managed investment trusts have stood the test of wars 
and panics. They have been through every possible upheaval 
and diversity in the securities market. They are popula1· in 
England and Scotland to-day. (See Exhibit C.) 

Mr. Edgar Higgins, of New York City, authority on in·vest­
ment trusts, who has studied them in Great Britain, and who : 
has had considerable experience in their management, tells me , 
that these years of operation in England anu Scotland have : 
taught some very valuable lessons: 

First. That the mnnagement must be unbiased in the selection of . fn· 
vestments, for any affiliation which tends to warp free judgment 1s 
harmful. 

Second. That the management can not give too much care to diversl- • 
fication. This is clearly shown by their usual restriction to not less , 
than 20 differ~nt investments which, in actual practice, is always e.:t· · 
ceeded, for now the average holdings of a ·trust are well over ~00 l 
different securities. 

Thlrd. That the management should make complete operation and 1 

earning statements and lists of holdings to the public periodically. 
Fourth. The necessity Qf not paying out all of their earnings in divi­

dends, but withholding and reinvesting a large part, thereby building 
up a large protective surplus. · 

These 60 years have also developed an orthodox form of , 
capitalization' which most of the English trusts resemble to-day . . 

A brief description of such a typical trust may be helpful. 
These British trusts do not resemble our great American trust · 
companies. They ru.·e totally different. Their sole business is • 
the investing and reinvesting of their capital in a widely diver­
sified gl'Oup of securities. They do not conduct a general bank· 
ing business, nor distribute securities. They are n·ot holding , 
companies nor finance companies. 

Suppose we exaniine a typical Scottish or English trust with 
a capitalization of £2,000,000 ($10,000,000), consisting of-
Bonds (debentures) 4 per cent------------------------- $5,000,000 
Preferred stock 5 per cent (preference)--------------- 2, 500, 000 
Conunon stock (ordinary)---------------------------- 2,500,000 • 

Total capitalization---------------------------- 10,000,000 • 
Accumulated surplus (25 per cent>--------------------- 2,uoo,ooo 1 

Total resources--------------------------------- 12, 500, 000.1 
Now, assume that the gross income of this trust was 8¥.! per 

cent, or $1,062,500. After deducting the expenses of GO,OOO l 
(one-half of 1 per cent of the capital), and taxes of $148,000, 
there is left a net of $864,500. This sum covers the bonu in­
terest charges of the 4 per cent bonds four times. The balance 
is more than five times the preferred dividends. And finally, 
the common stock has available for dividends, $21.50 for each 
$100 of common. 

The various classes of securities issued by these investment 
trust suits different types of investors. For the widow who 
must seek safety of prindpal, the debenture bonds are the best : 
investment. For the business man of limited means, the pre- ' 
ferred stock is suitable. For the wealthy man the common 1 

stock is desirable. 
What sort of investments do these trusts own can best be 1 

answered by giving actual figures taken from a typical British 1 
trust's annual report. T11e total number of different inyest- J 

ments in this one was 873. 
(1) The distribution among different classes of investments 

was--
Per cent 

Idustrial------------------------------------------------ 47.67 
American and foreign railwayS----------------------------- 19. 01 
Banks and financiaL------------------------------------- 11. 74 
Government securities and municipal loans------------------ 10. 15 !liscellaneous ____________________________________________ 11.43 

Total--------------~---------------------------- 100.00 
(2) The classification,. according to localities, was-

Great Britain--------------------------------------------
Dominions----------------------------------------------­
South Aml!ricn------------------------------------------­
United States-------------------------------------------'-
Continental Europe --------------------------------------­
Asia and Africa ------------------------------------------
ldexiCO--------------------------------------------------

Per cent 
38. 13 
12.73 
27.42 

0.05 
4.87 
4.36 
3. 44 

Total--- ------------------------------------------ 100.00 
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( 3) The types of the secm·ities were-:-

Per cent 

g~~~~~5:i~~~~~~~~~~~~~~~~~~~~~~~~~~~~~==:=~~=========== n: n 
Total--------------------------------------------- 100.00 

What ha"Ve been their earnings on their in'\"estments? Again 
let u~ take a trust's actual' figures- which are based upon cost. 

From 
interest and 
dividends 

Market 
profits 
realized 

Per cent Per cent 
1917 ---------------------------------------'------------------ 7. 55 0. 63 
1918 ___ ----------------------------------------------------- 7. 20 1. 33 
J919.-- --- -------------------------------------------------- 8. 15 1. 09 
~92(} __ -- ---------------------------------------------------- 7. 78 1. 33 1921_ _______________________________________________________ 7. 60 .10 
1922. - - ----------------------------------------------------- 7. 75 • 18 
1923 __ ______________ ---------------------------------------- ~-M : g<J 
1924 __ ----- -----~------------------------------------------- . 3 11 
1925--------------------------------------------------------, ___ 7._67_, ____ ·_ 

Average .•• --- ••••• ----------------------------·----·- 7. 52 1.15 

It will be seen that the yearly average earnings of the nine 
years was 8.67 per cent. · 

In seeking information about the experience of British trusts, 
Mr. Rol>ert L. Smitley, of New York City, authority on business 
and economic books, also adviser to Harvard Business School and 
many American and foreign universities, informs me that there 
is no ·pecific English book about investment trusts, but that 
the be~t article written by an Englishman, dealing with the 
subjeet is a chapter in Powell's Evolution of the Money Mar­
ket. (See Exhibit D.) 

1\Ir. Smitley has obtained for me articles from the London 
- Economigt which tell of the British trials and their experiences 
from 1882 up to 1925. (See Exhibit E.) 

Because the foregoing records are not available to the general 
public, there is much confusion among the various States in 
respect to their proposed "blue sky laws" or regulations. The 
State of New York attorney general's recent and hastily com­
piled report is an example of this. It has been revised three 
times. • (See Exhibit F.) 

The States of Utah and California require that an investment 
trust make public its list of holdings. (See Exhibits G 
and H.) 

That much information is needed by commercial and invest­
ment bankers and the lawmakers regarding investment trusts 
is shown by Exhibits I and J. 

When half of the investments in our American trusts are in 
foreign securities, it may be necessary to place investment 
trusts under the regulation and control of the Federal Reserve 
Board by amending the Federal reserve act. 

THE FCTURE OF INVESTME~T TRUSTS 

Since the World ·war the wealth of the United States has 
increased enormously. Our people year by year are growing 
richer, and have more and more funds available for investment. 
Within recent years the supply of investment funds has become 
greater than the supply of good investments. Because of this 
abundant investment money the coupon rate on new investment 
issues has been steadily reduced-from 8 per cent during the 
war to less than 6 per cent at the present time, with the future 
outlook for 5 or even 4 per cent. 

Mr. O'CONNOR of Louisiana. Is not that a surprising state­
ment. in v'iew of the unemployment of labor and the depression 
of the farming interests at this time? _ 

Mr. 1\IcF AD DEN. I do not think it is as serious a question 
of unemployment as the gentleman indicates, and I think agri­
culture is in a better condition now than it was last year, 
although I know there is suffering in some places~ 

Mr. BLANTON. 1\Ir. Chairman, will the gentleman yield 
right there? 

Mr. McFADDEN. Yes. 
Mr. BLANTON. With regard to there being "suffering in 

some places," does the gentleman believe in the old scriptural 
injunction, "Cast thy bread upon the waters and it shall 
return to thee manyfold after many days "? The gentleman 
from Pennsylvania and myself were strong proponents for 
women's suffrage, and some years now have passed and the 
gentleman fl•om Pennsylvania has now one lady opponent and 
I haYe two, so that we have bread coming back to us. 
[Laughter.] 

Mr. McFADDEN. Apparently; yes. 
Mr. MANLOVE. Mr. Chairman, will the gentleman yield? 
:Mt·. McFADDEN. Yes. 

:Mr. l\IAl~LOVE. I heard a very di .. ·tinguished gentleman 
from Boston make the statement last night that there was 
eight times as much money in the savings banks of this counh·y 
at the present time as there was 10 years ago, and I heard 
another gentleman make the statement that there were six 
times as many children from the homes of laborers in the 
higher institutions of learning as there have been in any other 
period in the history of the world. If that is true, I think to a 
certain extent that would bear out the gentleman's statement 
that there was a period of prosperity. 

Mr. O'CONNOR of Louisiana. Mr. Chairman, will the gentle­
man permit another observation? 

:Mr. :McFADDEN. I have only a few moments more. I dp 
not want to take up the time of the House. 
- It is an economic law that investment capital will always 
flow where it will receive the largest return. Just as the 
superabundant capital of Great Britain in 1885-1895 sought 
remunerative foreign investments, so the superabundant capital 
of America is now seeking high-yield investments in foreign 
countries. 

And just as the investment trust enabled British investors 
to obtain increased returns with greater safety, so our trusts 
should enable American investors to get higher yield, wider 
diversity, and greater safety in both domestic and foreign se­
curities. 

The rapid establishment of investment trusts in this country 
during the past three years gives evidence that this type of 
institution will continue to grow in number and in resources. 
Of course, some of these trusts will be more successful than 
others, depending upon _the ability, integrity, and foresight of 
their management. That, after all, is the basic test of success 
of any financial institution. 

There is no department of investment which deserves greater 
attention from the American public than the investment trusts. 
We have loaned upward of $12,000,000,000 in foreign countries. 
The prospect for many yea·rs to come is for additional foreign 
loans. Hence, the American public will of necessity become an 
increasingly large holder of foreign investments through the 
medium of investment trust. 

A bulletin of the Federal Reserve Board in 192.0 said : 
The investment trust enjoys many advantages not usually available to 

the individual investor. A company formed for the purpose of invest­
ment is in a position to inves~igate the financial condition of under­
takings in which funds may profitably be invested. The officers of such 
a company develop the habit of forming dependable judgments of eco­
nomic conditions in foreign countries and the conditions of the invest­
ment market. 

In view of this situation, the near future must inevitably wit­
ness the creation of more and more investment trusts in the 
United States. 

Great Britain in its 60 years of irivestment trust management, 
has deyeloped many worthy traditions by which America, if 
wise, should benefit. 

Without denying to the British any of the praise they so well 
deserve we can reasonably expect that our wisely managed in­
vestment trusts will produce a record as superior to the British 
trusts as our industrial and banking system excels theirs. I 
desire to now .call your attention to a statement by Ellis J. 
Powell on the evolution of the money market, a most important 
historical and analytical study, Exhibit. D, and several other 
exhibits on this important subject, which I have referred to. 

ExHrBIT A 

[From the London Economist, November 5, 1927] 

Investment trusts in America: Among the by-products of America's 
attainment of the status of a great creditor nation has been her vir­
tually new discovery of the Bl·itisb investment trust. To those whose 
memories of conditions ln Great Britain go back even a moderate 
num!Jer of years, there is an element of intense personal interest in the 
spectacle of a virile and wealthy people, who received their financial 
schooling as inhabitants of the most influential debtor nation in the 
world's histo,ry, confronted with dramatic suddenness with the responsi­
bilities and perplexities inseparable from their new position, and com­
pelled to proceed by the method of trial and error along the path 
trodden by Englishmen 40 or 50 years ago. American financial knowl­
edge and psychology, American money market machinery, and American 
law itself, have all been built up in response to the necessities of the 
" debtor regime," when the Nation's prime task was the finding, by 
B<lme means or other, of sufficient new capital to insure the continuous 
exploitation of the resources nature had so lavishly provided. To-day 
the position is reversed. New money is constantly seeking fresh chan­
nels of investment, and in the precess of somewhat hastily extemporiz­
ing the necessary technique, that peculiarly British institution, the 
investment trust, has come in for a large share of attention. According 

/ 
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to Mr. Edgar lliggfns, an American oliserver who bas done much valu- ' 
able pioneer work in this respect, there are to-day ·just over 100 invest­
ment trusts in the United States, with resources of approximately 
$500,000,000, some 95 of which have been formed during the last three 
years. Many of these companies, however, would scarcely be recognized 
as legitimate investment trusts in Great Britain, nor would their meth­
ods receive universal approbation. Rather, less than half the total 
companies are, in fact, investment trusts properly so called--corpora­
tions which have issued debenture , preferred and common stocks to the 
public, and invested the proceeds in a large number of securities cover­

-ing many sections of the American fielll. With them are identified a 
num!Jer of well known and highly reputable banking houses. Of the 
1'emainder, the so-called bankers' share organizations are in a very 
different category. 

They generally proceed by way of purchasing as few as 10 well­
known stocks or bonds (frequently all arising out of a single industry) 
and depositing them with a corporate ti·ustee, which proceeds to issue 
against this collateral either trustee shares, bankers' shares, boncl 
&hares, or investors'. certificates. Apart from the narrow basis on 
which the whole is organized, difficulty is frequently experienced in 
changing· the collateral security, and the element of constant alertness 
for new possibilities, which is so marked an attribute of the best 
-British trust company management, is almost entirely absent. .A third 
type is the "Massachusetts trust," managed by trustees or a fiscal 
agent, and a fourth the " common-law trust," managed by a company, 
which either participates in earnings or ·receives a fixed fee for man· 
agement. The last-named is largely a cooperative organization. In­
vestors may withdmw their money at any time, and Do corporation 
taxes are paid on earnings. So far only four such trusts have been 
formed. Mr. Iliggins believes that the rapidity with which the whole 
movement has developed may have been conducive to much mistaken 
policy. lle would seem to consider that the investment trust has come 
to stay as a part of Ame.ricn.'s financial machinery, but that it has 
scarcely touched the fringe of many problems, the solution of which is 
Tital to its success. Early next yea.r it should be possible to form an 
idea of the financial results of some 80 diffeJ.·ent American trusts, nncl 
the figures should make interesting reading, tn view of the fact that 
many have issued debentures and preference stocks at 6 per cent, 
while about 5 per cent is a fair average present yield on good common 
stocks in the American inveetment market. 

ExHIBIT B 

(From The World, Sunday, November 27, 1927] 
(By John A. Crone) 

• • • • • • • • 
There is, therefore, nothing magical about this latest financial fashion. 

Using the investor's funds as tools, and with the same aim as a savings 
bank or insurance company, the investment trust endeavors to employ 
the money safely and profitably, and in so doing is subjected to the 
same fundamental, economic, and financial laws as any other business. 

The investment trust--announcements to the contrary--is not like a 
savings bank or insurance company, except in so far as it affords a 
medium for savings and offers diversified investment. 

A savings bank pays all depositors the same rate of interest, ·and, 
subject to certain legal limitations, a depositor may demand the return 
of his deposits. The investment trust pays interest or dividends ac­
cording to the type of risk purchased--in this respect it resembles the 
insurance company-and it is not obligated to redeem its securities on 
the demand of the buyer thereof. 

Savings banks and insurance companies eJUploy deposits and pre­
miums to buy securities-which are legally prescribed--much in the 
same manner as an investment trust, but the latter is not publicly regu­
lated or supervised, frequently pays no State taxes, and in some States 
Is not legally recognized. 

Since savings banks and insurance companies in this country provide 
vehicles for savings to the person of average means, it is natural that 
the investment trust originated elsewhere. 

• • • * • 
Just when the public was becoming acquainted with bankers' shares 

the numerous modifications of the five trust forms and the finance and 
holding company, banks began to call their security companies "invest­
ment trusts." There are, therefore, to-day " promotion •• trusts, " un-

• derwritlng " trusts, " financing " trusts, and many other financial forms 
loosely classified as investment trusts and often claimjnrr to be like the 
original Scottish investment trust. 

DITIDH THEMSELVES L .... TO TWO CLASSES 

The multitudinous varieties o! investment trusts, from tbe pojnt o! 
view of issuance and redemption of securities, divide themselves into 
two broad classes. The one, based on the Scottish type or its many 
variations, creates -a new security by setting up the investment trust 
as an intermediary between the investing public and the securities 
acquired as an investment. These trust securities may be sold like any 
corporate obliga.tion. The other, applying the principle of joint owner-

ship, issues participations which must be turned into the trnst, wbfcli 
draws out a certain portion of the pooled funds for redemption. 

VIewed from the point o! management there are two general types, 
the discretionary and limited or fixed trust. Management is supreme 
in -the former and is merely an auxiliary in the latter. Studied from 
their corporate form "investment tt·u.sts" can be grouped under four 
classifications. They are: (1) The bankers' share companies; (2) 
the corporation type, which resembles the B1itish trusts, issues deben· 
tures, preferred, and common stock; (3) the Massachusetts trust, man­
aged by ·trustees or a fis~al agent; and ( 4) the common law trust, 
managed by a company which participates either in part of the earn· 
ings or obtains fixed fee for management. One of the distinctive features 
of the latter type is that investors may withdraw their money at any 
time. 

• • • • • • • 
The best test of an investment trust would be its performance ov-er 

a period of years. Since most of these organizations are new, however, 
other measures of standards must be applied. Management is of prime 
i.IDportance. Like Mr. Higgins and many students of the investment 
trust, the writer believes the . management should lay a.ll of its cards 
on the table. The life-history idea of each director or manager is not 
a bad ll"ay of finding out whether the persons you are trusting your 
IDQney with are worthy of that confidence. 

EXHIBIT C 
In 19:?6 the London Financial Times in an editorial said: 
"The safe inve.·tment of money at good yields is by Do means an 

easy problem, but becomes more of an exact science with an investment 
trust company than with the average incllvidual whose capital is 
limited and to whom mistakes may be , erious. 

" In spite of all the .care exe1·ci ed when making investments where 
it is sought to combine high rates of interest with good security, no one 
can help making mistakes at times, but in the case of investment trust 
companies only a comparatively small portion of their funds is placed 
in any one security, while th~;>ir holdings are widely spread in different 
countries and in various kinds of investments. Conseque~tly, the in· 
fluences which were respon~ible for loss in one country or in one class 
of security may al o be re ponsible for improvement in other countries 
or in some other class of security, and in the IDHin the accounts · sub· 
mitted prove a balance well on the right side. 

"The private investor is undoubtedly beginning to realize lllOrc and 
more the advantage of placing his money in the securities of the invest· 
ment trust companies, where not only satisfactory dividends can be 
counted on, even in bad times, but where the risk of loss of capital, 
inherent to any business, is reduced to a minimum through the sound 
distribution of risk, bOth geographically and in the varied nature ot 
the investment held." 

EXHIBIT D 

[Powell's Evolution of tbe Money Market] 

THE FIXANCIAL TRUSTS-" Dl\ESTMENT BY PROXY " ~D ITS EXTENSION 

[From Powelfs "Evolution of the Money Market"] 

In spite of the large sums lavished in financing the "new " nation­
alities and in equipping the ephemeral joint-stock ventures of 1826, 
as well as the innumerable railway projects which followed them, it 
remains true that down to the accession of Queen Victoria a buge 
proportion of in;estment was on mortgage. The reason, as Sergeant 
Onslow told Parliament in 1825, was that land was "the best and 
readiest security 1 which could be offered for money." The solicitor 
general said at the same time, that nine out of every ten estates in 
the kingdom were loaded with niortgages~ne of the results of the 
terrific taxation necessitated by the Napoleonic wars. A multitude of 
small investors clung to the funds. Baring said in 1830 that out of 
the holders of the 274,823 stock accounts then on the books of the 
Bank of England, 250,000 did not receive a greater half-yearly dividend 
than £100, and the number of half-yearly diviUends of £500 did not 
exceed 2,000. Of course, when the early Victorian public completely 
lost its head, as it did in the railway mania, the investing class was 
temporarily recruited from all sections of the community. The 
Government return of railway shareholders, issued in 1846, shows that 
there were upwards. of 20,000 ubscribers to the lines and branches 
seeking authorization in one se-sion alone. These recruits included 
attorneys' clerks, college scouts, butchers, coachmen, dairymen, beer 
sellers, butlers, footmen, and mail guards. But, broauly, the proposi­
tion remains true that these classes did not enter the arena of invest­
ment for many years after the railway craze. 

1 In its primary legal significance the word "security" still refers 
only to money secured on property, and not to in,•estments in the stocks 
or shares of a company or the issues of a public authority, This 
limited antlque meaning it will be takf!n to have in a wilJ, unless tbe 
context clead;r, indicates that tbe testator used tt as synonymous with 
" investments. ' So said Lord Justice Romer as recently as 1904. 
(Re Rayner, 1904, ch. 1, p. 189.) 

\ 
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When the mortgage began to go out of favor Investment in stocks 

and shares of the industrial type, as well as in the best class of foreign 
bond, was still a privilege restricted to the wealthy. A typical list 
of shareholders of the mid-Victoria period will be found to include 
practicnlly only representati.es of the wealthy, landed, and professional 
classes. Their holdings, moreover, were all in large blocks.2 

Middle-class 1·e pectable people, especially, believed that all money 
in>ested outside the pale of government securities was embarked in specu­
lation. They had yet to learn the meaning and solidity of a first-class 
industrial debenture with a huge margin behind it. The best that 
could be said of the nervous middle class in the sixties was that it 
was beginning to lose its nervousness. 

" It Is unnecessary," observed Arthur Crump in 1866,5 "to remark 
that the number of persons who do remove their money for better 
investment is certainly increasing." These were the timid pioneers 
who had hitherto ranked railway stocks among purely speculative 
purchases, quite unfit for the investor. But after the Overend­
Gurney crisis they began in a gingerly fashion to study traffics 
and to watch yearly reports. The small capitalist, however, still clung 
to the funds and the savings banks. With the latter we have 
already dealt (ante, p. 277), and with regard to the former 
it may suffice to say that in 1869 there were 5,065 Government 
stock accounts of less than £30 In the books of the Bank of England, 
and no less than 481 of them were under £5 in amount.' In 1870 
came the elementary education a ct, and from that period to the present 
time there have been working the influences which have now created 
the modern investing public, its. personnel numbered by hundreds of 
thousands, and representing every class of societ-y except the absolutely 
destitute. 

A ~t NLT WANT'' IN INVESTlililNT 

There was good reason for mid-Victorian nervousness in the matter 
of investment. The traditions of the railway mania were yet com­
paratively fresh, and the tragedies ·of unlimited liability loomed large 
in the public eye. Inexperienced credulity had been the prey of roguery 
and imprudence in all directions. "There is no doubt that within the 
las t 20 or 30 years enormous sums of money, representing the savings 
and accumulation of the individual interest of this country, have been 
dissipated and lost in the attraction of new but unsound investments." 6 

DiscoUI"aged by these unwelcome episodes the aspiring possessors cf 
surplus funds thought they knew that good Investments were to be 
bad, yet distru.sted their own judgment in the selection of them. To 
would-be investors, in that frame of mind, the proposition of invest­
ment by proxy under good auspices was -not unattractive. On the 
other hand, the opportunity of dealing with large aggregates of money 
by means of distributed risks certainly possessed a charm for the early 
exponents of investment trust finance. though It may be doubted if 
they realized whereunto this would grow. 

For the moment their business was to aggregate the money of a 
large number of proprietors into the capital of an investment trust 
company, and then to employ the fund thus created to the best advan­
tage suggested by the knowledge, experience, and skill of the various 
groups of city men who had. placed themselves at the head of these 
new undertakings. So it is that in the establishment of the investment 

~In my Mechanism <>f the City I illustrated this point by contrast­
ing the personalities in the list (dated April 21, 1864) of the share­
holders of the Alamillos Co. with the last return on the Selfridge file. 
In the case of the Alamillos shares the · first 25 names on the liBt 
represent the occupations annexed, together with the number of shares 
inserted in brackets: A wharfinger (300), a solicitor (60), a brass 
manufacturer (107), a vice admiral (825), a firm of merchants {55), 
a professor of chemistry (10), a broker (285), a gentleman (550), 
another gentleman (350), a copper smelter (350), a doctor of medicine 
(52), a civil engineer (75), a treasury omcial (26), a spin.ster (136), a 
banker (50), a lady of title (3), a clergyman (10), a gentleman 
(1 000), a member of the stock exchange (16), a clergyman (100), 
a 'solicitor (321), a member of Parliament (207) an architect and 
surveyor {50), a decorator (30), and a banker's cierk (21). In con­
ti·ast with the comparatively elevated S<lcial status of these investors 
we get in the Selfridge list such shareholders as a cabinetmaker (25), 
a commercial traveler (50), a gas collector (10) 1 ~a clerk (30), a hos­
pital nurse {10), a domestic servant (5), an oumtter's assistant (5), 
a farmer ( 100) , a dressmaker ( 5) , a housekeeper ( 5), a schoolmistress 
(10) a lady's maid (10), a grocer (5), an ironmonger (10), a valet 
(40 ) ; a printer (10), a caretaker (2), a governess (30), and a bespoke 
tailor (3). 

There was originally an idea that shares of small amount--especially 
bank shares--would attract an inferior class of holder. So thought the 
1836 committee. But, as Gilbart pointed out in 1859 {Logic of Bank­
ing, p. 222), the only effect of reducing the size of the share-origi­
nally, at all events-was to inerease the number held by the average 
shareholder, and not to attract small capitalists. " In the banks of 
£100 shares," said Gilbart, "each proprietor bas taken upon an average 
28 shares, on which he has paid the sum of £444. In the banks of 
£20 shares each proprietor has taken 43 shares and paid £359. In the 
banks of £10 shares each proprietor has taken 52 shares and paid 
£400, w bile in the only bank of £5 shares each proprietor bas taken 117 
shares and paid £585." 

• Banking, Currency, and the Exchanges, p. 244. 
• Letter of the governor [Crawford] to the Chancellor of the Ex­

cllequer [Lowe], Jan. 25, 1870. 
5 Stock Exchange Commission, 1877-78, Report, p. 10. 
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trusts we ha>e really a distinct factor of the money market,• a species 
of the genus company which is as worthy as insurance to rank as an 
independent force, fulfilling a definite (and now indispenslble) function. 

THE TRCSTS A LATE D.ElELOPMENT 

Investment trusts 1 were practically unknown to the early money 
market. The long list of enterprises floated in the boom year 1825 
includes many enterprises which look like financial trusts, but ou 
examination prove to be something different. A so-called investment 
bank 8 with a capital of 4,000 shares of £50 each proposed to deal with 
"life interests, policies of insurance, cvntingent and revers ionary 
interests, ground rents, improved rents, rent charges, and other prop­
erty." "The objections to speculative theories," said the prospectus, 
" can not apply to the present proposed institution, which possesses 
nothing adventurous in its character." 

A united British and foreign-loan company capitalized at £2,500,000 
offered 0 4 per cent, and intended to "facilitate" transactions in for­
eign securities, and to make advances on public works in progress in the 
United Kingdom. An Irish investment and equitable loan bank (capital, 
10,000 shares of £50 each) adopted 1o the same program, so as to 
" cause British wealth to flow in Irish channels." The Equitable In­
vestment Society and the Metropolitan Investment Society u were merely 
schemes for buying "landed property," especially near the metropolis. 
The first of the investment trusts, in the modern sense of the term, 
appear to haye been the International Financial Society and the London 
Financial Association, both established in 1863. The business of the 
London Financial Association was defined as the lending of money on 
railway securities, provided the lines were finished. But criticism was 
offered of any loans on unfinished lines, because if the contractor failed 
the company must either lose what it had advanced or become more 
deeply involved by putting up money to complete the work. An under­
taking of this type was an attempted compromise between the distrust 
of the investor and the necessity for carrying on railway enterprise. , 
The railway could not walt for the public temper to change, or for its 
securities to filter slowly into the hands of investors. Therefore it 
deposited its securities with a finance company, and the latter agreed 
to accept the railway's debts for a specified sum. The finance com­
panies were able to sell their shares at high prices to investors, who 
imagined that they had placed a buffel' between themselves and the 
industrial risk. It was only when the unrealizable character of the 
securities had begun to be apparent that the weakness of the system 
stood out in glaring conspicuousness. 

PRINCIPLES OB' TRUST OPERATION 

The best early enunciation of the principle involved in the investment 
trust company is contained in the prospectus of the Foreign and 
Colonial Government Trust, issued in 1868 : 

"The object of this trust is to give the investor of moderate means 
the same advantages as the large capitalist in diminishing the risk of 
investing in foreign and colonial government stocks, by spreading the 
investment oYer a number of different stocks and reserving a portion 
of the extra interest as a sinking fund to pay off the original capital. 

"A capitalist who at any time within the last 20 or 30 years 
had invested, say, £1,000,000 in 10 or 12 such stocks selected with 
ordinary prullence, would, on the above plan, not only have received a 
high rate of interest, but by this time have received back his original 
capital by the action of the drawings and sinking fund, and held the 
greater part of his stoeks for nothing. 

"Some parties, believing that it would be a convenience to the 
public 11 such a mode of investment were made generally accessible, 
have made arrangements by which well-selected Government stocks, to 
the value of £1,000,000 sterling, will be placed in the names of the 
following trustees, viz : 

"The Right Hon. Lord Westbury. 
"The Lord Eustace Cecll, M. P. 
"G. M. W. Sanford, Esq., M. P. 
.. George Wodehouse CUrrie, Esq., 11-I. P. 
" Philip Rose, Esq." 

• The money market is generally said to comprise four factors : 
(1) The Bank of England; (2) the "check-paying banks," as Mr. 
Withers calls them, in order to distinguish public banks !rom private 
mercantile houses, who, although they do an acceptance and quasi­
banking business, have no customers who are entitled to draw checks 
upon them; (3) the "bill brokers and the mercantile and discount houses; 
and (4) the stock exchange. In the present survey, however, the joint­
stock companies and certain specialist forms of joint-stock enterprise 
like insurance, and · the trust, finance, and investment companies have 
been treated as distinguishably separate factors of the money market. 

'The word " trust," as here employetl, signifies an organization 
totally different from a " trust" in the .American sense of a monopoly 
control of some commodity or facility. This distinction is very impor­
tant. The English investment trusts are not monopolies, and bave no 
monopolistic ambitions. 

• Times, January 7, 1825. The advertisement appeared for several 
days_ 

•.Time.s, Jan. 17, 1825. 
10 Times, JaD. 19, 182~. 
11 Ibid. 

• 
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The trustees had decided that a certain group of dividend-paying 

foreign and colonial stocks should be selected for purchase with the 
funds of the trust-namely, Austrian, Australian, Argentine, Brazilian, 
Canadian, Chilean, Danubian, Egyptian, Italian, Nova Scotian, Peru­
vian, Portuguese, Russian, Spanish, Turkish, and United States bonds­
not more than £100,000 being invested in the stock of any one 
government. The average rate of interest on the investment in 
the. e stoc.ks was given as 8 per cent, while profits were expected 
from the repayment at par of a large number of them, purchased 
considerably below that figure. The certificates of £100 each were 
to bear 6 per cent interest and to be issued at 85. This, as a 
matter of fact, wa an investment trust in the modern sense of the 
term. Designed for the benefit of the middle-class investor in the 
later sixties, it w~s destined, as we shall see, to be the model of 
another trust, issued under practically the same auspices, nearly 50 
years later, for the purpose of attracting a democratic clientele by a 
direc t appeal to the " people." 

THE DISTRlBOTIO:S OF THE RISKS 

On the part of all the investment trusts of this period there was the 
clearest recognition of the protection afforded by the geographical dis­
tribution of the risks, itself a specialized application of one of the 
principles of insurance. " Our great safety," said the chairman of the 
Government's Stock Investment Co., "is having a wide area in which 
we trade instead of depending upon one munkipal capital or one coun­
try. We have 40 or 42 different investments, that is, inve ~tments 

·secured by different govemments." 12 The insurance element was spe­
cifically mentioned in the prospectus of the Submarine Cables Trust, 
issued in 1871, which called attention to the advantage of standardized 
im·estme.nt " by distributing the risk over a number of kindred under­
takings and making one insure the other." One risk was to be offset 
by another, so that the investments might almost be described as a 
group of cooperative insurers. The prospectus of the Gas, Water & 
General Investment Trust urged that " the capital of the company 
will be spread over a large number of securities in such a man­
ner that, by the principle of average, the investor will obtain a 
good rate of interest, w.ithout being subject to violent fluctuations in 
dividends or exposed to the necessarily precarious nature of an invest­
ment in any one concern, however sound." Yet .another specialized 
form of this financial trust was the mortgage company, whose business, 
as ultimately elaborated, might be described as long-dated banking. 
For instance, in Australia the settler sometimes experienced difficulty in 
obtaining an advance for a term of years. The banks were disinclined 
to accommodate him except by means of short-dated promissory notes 
and accommodation bills. At this period they would not, as a rule, 
advance their money on mortgage, though their practice became less 
rigid later. TheJr discount of promissory notes and bills was generally 
subject to the condition that there should be a second name to them. 
This ne!!essltated the settler obtaining the acceptance or indorsement 
of the merchant to whom be was consigning ·his wool or other produce, 
and for this accommodation, of course. he had to pay. The result 
was that the commission, added to a bank charge of probably 9 or 10 
per cent, was a very real obstacle to the progress and settlement of the 
colonies. The problem to be solved was the provision of the means of 
lending money for a term of years at a reasonable rate, and tile solu­
tion was the formation of such companies as the Trust & .Agency Co. 
of Australia, which dire.ctly cultivated that class of business with 
considerable success. 

THREE DISTINCT TYPES 011' "CREDIT SHOP" 

By this time, then, the rise of the trust and investment companies 
enables us to discern in activity the three classes of "credit shop" 18 

each selling the same commodity, but each specializing in a particular 
species of it, clearly differentiated from that sold by the other two. 
The bank sells short credit only. The finance company caters for a 
class of business which requires a much longer credit than a banker 
can gh·e, consistently with his duty of maintaining his assets in liquid 
form. The investment trust company, again,' entel."S a given transac­
tion for a much longer period than a finance company, if, indeed, it 
does not purchase the investment for permanent holding. It was the 
attempt to combine these three functions in one enterprise which led 
to the collapse of the Birkbeck Bank. The capital had been obtained 
on a building society basis, while the deposits were sought as if the 
institution receiving them was a bank in the str·ict sense of the wor·d. 
Finally, when the capital and the deposits were aggregated, the funds 
were employed as if the company was an investment trust, not liable 
to be called upon to repay any part of the money which wa em­
Ployed. The same fate would probably have waited on the scheme 
proposed in the sixties by the town clerk of Liverpool, for empowering 

1!l Meeting, Janum·y 2, 1873. 
1: This word "shoP" is immemorially attached to ban.h.'ing and credit 

business. In the very early days of Martin's there i · a chat·ge paid to 
a useful functionary for " killing the bugges in the shop," and as late 
as 1814 we find the Craven Bank inserting i.J;l its balance sheet, "By 
banking shop and outbuildings- now purchased, formet·ly t'ented only, 
£488." The reason for the survh·al of the wor·d is, of course, the 
fact that the banker's buc;iness was originally only a subordinate func­
tion actually carried on in a shop devoted to other purposes. 

municipalities to establish savings banks, and to employ a third of 
the deposits in municipal undet·takings such as waterworks. At all 
events, the Australian banking crisis of the early nineties was an 
example of the consequences which followed an abandonment of sound 
banking principles in the attempt to combine long-term loans with 
the liability to pay specie on demand. 

BOLD EXTEXSIONS OF THE TRUST PRINClPLE 

From 1884, when the Mercantile Investment & General Trust was 
founded, to 1890 there was quite an epidemic of trusts. Attempts to 
form bank share trusts were indeed unsuccessful, owing to the refusal 
of the great banking companies to accept the trusts as shareholders. 
But as regards other trust enterprise~, no less than 12 were establi bed 
in 1889, under the stimulus of .Mr. Goschen's conversion of con ols. 
The reduction of the interest created a demand for investments which 
were in effect a mixture of stocks, in the belief that an average of 
second-rate--or even thil·d-rate--holdings would give a return greatly 
superior to that ob tainable on consols without the introduction of any 
really abnormal risk. The sponsors of the Nitrate & General Invest­
ment Trust Co. early in 1889 urged that the average yield of the hold­
ings of a trust company coulu be materially raised by including in its 
holding the stocks even of very speculative entet·pri es. It was pro­
posed, therefore, to invest some part of the funds of this trust " in 
the be t of the nitrate companies which haYe been introduced to the 
London market.'' Nor did nitrate represent the most speculative of the 
industries which the growing boldness of the inyestment tru ts tempted 
their directors to touch. The African Gold Share Investment Co. did 
not actually propose to form companies or to purchase properties, but 
it was prepared to guarantee and provide capital for gold-mining enter­
prises on favorable terms, and in this way it was believed that the 
high yield obtainable on the shares of these undertakings would raise 
the average return on the capital invested. Finally we have a rever­
sion to mortgages. The Union Mortgage Banking & Trust Co. initiated, 
with a capital of £2,000,000, a scheme for lending on the first mortgage 
of improved agricultural property in the United States, so as to com­
bine the advantages of that species of security with the higher yield 
obtainable in a " newer " country than Great Britain. The proposal 
was that the company should receive money from investors at a fair 
rate of interest in exchange for its debentures. These were, in turn, to 
form a charge on all its mortgage investments, reserve fund, uncalled 
capital, and other assets. The money was then to be in>ested-and 
here once more is the crucial point of the whole argument-" at a higher 
rate of interest in small amounts, thus acquiring the guaranty for 
safety afforded by the law of average.'' 

The prospectus of the River Plate & General Investment Trust Co. 
(capital £1,000,000) defined the maximum single risk to be taken. The 
business of the company, the directors said, was that "of distributing 
its capital over a number of diiierent securities on the principle of 
averages, no investment being macle exceeding £10,000 in any one 
undertaking without the unanimous resolution of n meeting of the 
trustees." Candor requires the admission that some of the investment 
tmst enterprises of the Baring crisis year were not so much genuine 
finance and investment trusts as gigantic relief funds, designed to take 
huge blocks of securities from various parties who found it inconvenient 
to go on "nursing " them. Further, under the stimulus of a popular 
craze of the familiar type which gives us mining and rubber booms, 
these undertakings launched out into insurance, executorship, trustee­
ship, safe deposit, loan and commission business of every sort and kind, 
the sale and purcha e of land on commission, agency, and company pro· 
motion, with results that became only too familiar to the investor in 
the early nineties. The existence of these abuses of the principle, 
however, need not blind us to its undeniable utility when operated under 
skillful and honest adminish·ation. 

THE TRL'STS AND THE " PEOPLlll " 

'l'he theory that the tmst companies represent, at all events in one or 
theil· aspects, an endeavor to provide investment by proxy on behalf 
of n cla~:=s insufficiently experienced to net on its own account was 
strikingly confirmed when, on March 20, 1914,u there appeared tile 
prospectus of the People's Trust Co. (Ltd.). This venture was obvi­
ously modeled on the Foreign & Colonial Investment Trust, which had 
been established 46 years before (ante, p. 469). Mes. r . Glyn, Mills, 
Currie & Co. were the bankers of the later enterprise, and a member 
of their firm had been a trustee of the earlier un!lertaking. One or 
the trustees of the Foreign & Colonial Trust was Mr. PhiUp Rose, of 
Baxter, Rose & Norton, who e successors, the firm of Norton, Rose, 
Barrington & Co., were solicitors nearly half a century later to the 
People's •.rrust. But the most striking anti suggestive analogy is found 
in the fact that while the earlier trust was formed, as we ba'l"e seen, "to 
giYe the investor of moderate means the ·arne advantage ns the large 
capitalist," the later undertaking was " established to extend to the 
working and industrial classes" a form of investment much appreciated 
by a richer clientele. The prospectus proc eded to say that the new 
compa ny would "enable even the smallest capitalist to acquire an inter­
est in English and foreign railways, colonial and foreign loan ·, and 
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great commercial under takings, and to share in large fillancial 
operations. 

The company wili adopt tbe principle that bns been found to work 
so well with existing tru t and investment companies of distributing 
its capital o\·er a wide area and in a large number of undertakings, 
and it bas been proved that by so doing a satisfactory return can be 
obtained without taking undue risks. Thus, in 1868 it is the man of 
moderate means who is invited to in>est by proxy, but in 191-l the 
gradual devolution of capitalistic capacity bas made it desirable to pro­
vide investment by proxy for the "working and industrial ·classes." As 

.there is no cla8s at a more modest level than this from which investors 
may be recruited, we may correctly say that the opportunity of advan-
tageously investing money has been now brought within the reach of 
eYerybody who h:ls money to invest. 

TRiiST FUNCTIO~S HAlE BEE:-. MODIFDiiD 

About the genefal succe s and the pronounced importance of these 
companies as factors of the modern money power there, of course, can 
be no two opinions. One has only to look around at the vast aggre­
gation of iniluence represented by the Lord St. David's group or by 
other powerful trust companies to see bow well the principle works 
and how thoroughly it has adapted itself to the needs of the period 
during which it bas been elaborated. Whether, however, the system is 
destined to remain permanently necessary in the form in which it first 
functioned is another matter altogether. Originally the investment 
trusts represented the standardized investor. They sought to aggregate 
the funds of people who were too nervous or too inexperienced to 
in1est their own money. In that way they enabled this class of 

·moneyed individual to secure financial benefits which had otherwise 
been out of his reach. The aggregation professed to. take all the pre­
ca'utions with regard to the distribution of the risks and "the mixture 
of the types which a prudent investor of the shrewdest stamp would 
haYe adopted for the protection of his own money. Its directors seldom 
changed investments once made: They awaited redemption and collected 
interest meanwhile. Nowadays, at the point in the evolution of the 
trust company which has so far been reached, this ideal still survives 
and new trust companies are still created. But while the trust com-

. ·' pany still functions for the present in its original form it is becoming 
less a means of vicarious investment than a recognized and necessary 
factor · of the modern · money power, taking its share in the guidance 
of the policy of the great financial hierarchy which now controls the 
economic destinies of the world. 

WIDELY EXPAXDED FU~CTIOXS 

It watches the market, changes its investments, gets out of this 
and into that as the economic ~r political ebb and fiow suggest. It 
competes for underwriting, and in that way not only makes money 

,,. ·when the issue goes well, but acquires new holdings on bed-rock terms 
where it is "stuck" with part of the stock or shares which it has 
underwritten. Further, a very important and characteristic function 
of the modern trust ·company is its work in city salvage. An enter­
prise which has a valuable property and good prospects finds itself at 
the end of its capital resources. The time is not congenial for a 
public issue; how, then, is the company to be maintained in existence 
and saved from the loss of all the capital already expended on its 

. property 1 The answer is that the trust company will be prepared, 
on terms, to elaborate a reconstruction scheme and to guarantee its 
success-that is to say, to guarantee that if the shareholders do not 
come forward with sufficient funds, it will itself put up the money. In 
this way, companies which have reached the end of their tether are 
frequently snatched from disaster and almost as frequently trans­
formed into prosperous enterprises. Of course, the position of their 
affairs must stand the scrutiny of expert examination. But that is 
rather a gain than a loss from the point of view of the financial 
fabric as a whole. These activities, almost entirely characteristic of 
the post-Baring period, constitute quite a different program from 
that which was originally undertaken In the eighties. There are 
two reasons for the change. The one is that the existence of a 
centralized money power did not fully dawn upon the world until the 
Baring crisis had demonstrated its immeasurable potency for good; 
the other is that the modern middle-class investor is now, on the 
whole, sufficiently educated to do his investment work for himself, 
selecting his own securities and keeping them in his own strong-box 
or at his own bank. In the earlier decades he was delighted to dis­
cover that' responsible persons would accept the charge of his money, 
and invest it in such a manner that he could get a safe 4 per cent 
upon it. Nowadays he takes the responsibility himself; and he is all the 
more inclined to d<J so because he can get 5 per cent with perfect 
safety, without the intervention of a trust at an. 

The finance, investment, and mortgage trusts, howeyer, remain as 
standardized corporate investors, in that it is their constant and very 
successful endeavor to raise the rate of return on their money without 
infringing the canons of financial prudence. Their invocation of the 
law of average makes them self-insurers; so that, inasmuch as they 

; '' possess a specialized skill, the risk is taken by those who are capable 
of measuring it. " To confine speculation to those who have aptitude· 
an.d training for it and to discourage stock and commodity gambling 

is · one· of the economic problems of ·the day.'" •6 There Is only a minor 
element of gambling to be considered in the case of the trust com­
panies, but there is an undeniable assumption of a legitimate (and 
socially beneficial) financial risk on the part of those who have apti­
tude and · training for it. The great trust and investment companies, 
again, are a class of strong holders, performing a fruitful function at 
all times, but most of all in days of mar-ket stress. A trained investor 
(whether an individual or a corporation) is n "good" bolder, whereas 
his untrained, nervous conferee is a "bad" one. The difference between 
the accumulation of stock in "good" hands or "bad " may be of 
great moment to market conditions, and consequently to the prices of 
ecurities, in the hour of stringency. It may mean the difference be­

tween stress and crisis or between crisis and panic. The cool beads 
of the managers of a great trust company are not turned by crisis or 
by the threat of panic. They do not rush to tling everything on the 
market. They are more likely to steady it by timely purchases. As 
they are In constant communication with the other controlling influences 
of the money market, their trained and fearless cooperation is one of 
the bulwarks of the financial fabric itself. It will possess an aug­
mented and invigorated potency when the movement toward a com­
pletely centralized control of the allied insurance function, vast in 
iniluence and resoure£s, shall at length be crowned with realization. 

In Germany the rOle of the trust company is to some extent filled 
by the subsidiary banks (Tochtergesellschaften), whlch carry on indus­
trial finance by means of capital supplied by the parent- company. 
Occasionally they are regarded as branch banks, but they are not truly 
such in the English sense. · 

EXHIBIT E 

[From The Economist, April 29, 1882] 

THE PECULIARITIES OF TRUSTS AXD TRUST COMPANIES 

Last December, when c<Jmmentlng upon the Railway Investment Co.­
a " trust" which, being successfully placed, bas since found imitators­
we remarked that while the inducements olfered by such undertakings 
would probably become more and more appreciated by small investors, 
they were " only adapted to the averaging of profits of securities which 
are fully paid up. For such an undertaking would be seriously jeopar­
dized by the failure of a security upon which a succession of calls were 
possible." Yet within the past few days the prospectus of a Bank 
Share Trust Co. has appeared, all the directors of which are already 
bank directors ; and while the proceeds of the trust are to be invested 
in bank shares having uncalled capital liabilities, the trust shares them­
selv-es are to be "fully paid, and tree from all liability." Let us see 
how this is to be accomplished. It must be admitted, in starting, that 
the shares in well-established banks are very sound iBvestments; that, 
as a rule, they yield a handsome return (generally over 5 per cent) to 
the buyer; and .that it is probable they are improving properties, the 
reason being that for investment purposes they have not more than 
ma<le good the general fall in 1878, while almost all other investments 
have advanced largely. Hence it may be conceded, for sake of argu­
ment, that the shares of banks which have wen taken root are more 
than ordinarily safe, profitable, and impt·ovhlg. There still, however, 
remains the question of the liability, which subscribers to the trust are 

..to be wholly freed from. If we accept the verdict of the counsel con­
sulted, we must believe that u under no circumstances could a share­
holder in the proposed company be rendered directly liable for any cal1s 
on the shares held by the company, or indirectly lfa_ble beyond the 
amount (if any) remaining unpaid on his shares." There are bank 
shares to bearer, like those of the Impet·ial Ottoman and Anglo­
Austrian Banks, which arc, of course, free from liability. But these 
are avoided; and the prospectus of the company contains the following 
important provisos : 

"This company will invest its funds only in shares or stock of 
banking companies having their bead office in the United Kingdom 
or the Bdtish colonies, subject to the following conditions-

" (a) No shares will be bought except those of banks where the 
liability is limited, either by charter or by act of Parliament. 

"(b) No investment of more than 5 per cent of the company's 
capital will be made in any one bank. 

"(c) No investment will be made in any one bank to an extent tn­
volYing an uncalled liability of more than 5 per cent of the capital of 
the company. .. 

"(d) The only authorized i-nvestments will be in some of the bank~ 
named in the schedule hereto, which may, however, be from time to 
time extended by the company in general meeting. 

" Ample provision is made under the_ articles for the reglstra tion of 
the shares bought by the company in the names of proper persons, at 
least two as to each set of shares, for the protection of the company, 
and for the indemnity of those who may act as its trustees, in cases 
where the company itself is not accepted as transferee." 

The capital being placed at 1,500,000l, it therefore remains tbat no 
Investment in any bank can reach more than 75,000Z; but as a rule 
they must be below that sum. For instance, London and Westminster 

lG H. R. Seager, Introduction to Economics, p. 176. 
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Bank shares are of lOOl each, 20Z paid, and the liability of 80l per 
share will limit the investment to about 9,000 shares, worth 63,000Z. 
The order to purchase any similar amounts of shares in some of the 
smaller banks named on the schedule would greatly enhance their mar­
ket >alues, for bank shares are, as a rule, steadily held, and the more 
steadily when prices are rising. But, apparently, as the names of 65 
banks are mentioned, it is contemplated to obtain a very extensive 
range of small holdings; and as it is probable that many of the banks 
may refuse to register the trust, it is proposed to employ trustees for 
thl purpose. The questions arise : Are these trustees to receive any 
payment for their services? Can responsible men be got to become 
sponsors for the trust, even after obtaining the " indemnity"? And 
will not the knowledge that they may be acting in the same capacity in 
re pect to a large number of other bank securties render them unde­
sirable shareholders? These are matters for the bank directors and 
managers to consider carefully. Again, let us suppose that 4 per cent 
(GO,OOOl) of the capital were invested in a bank, and that at a time of 
pres ·ure that bank failed, and called up out of its reserved liability a 
further 60,000l. In this case the holdings would be swelled up to 
120,0001, or to 45,000l beyond the limit of 5 per cent. Or, without 
failure, banks have been known at such times to make calls upon their 
shareholders, which would also necessitate the overstepping of the 5 per 
cent limit. Various points for question thus arise in considering the 
details of the scheme. 

But the question of registration of a fully-paid company as proprietor 
is the one difficulty in the path of this trust, and we shall be much 
inte1·ested to see the matter put to the test; for, if successful, it will 
open the door to many imitators. In the admittedly all but impossible 
event of the entire capital being lost through failures, we can not think 
that our courts of law would bold the shareholders free from liability. 
But apart from this, the entire difficulty of registration might have 
been overcome without the employment of go-betweens and without rais­
ing the question whether the trust can be permitted to hold the shares 
in its own name. If, for instance, the shares of the trust bad be<'n of 
20Z each instead of 10Z, as now fixed, and the amount called had, as at 
present, been lOZ, there would have been an uncalled liability, which, 
with the restrictions mentioned in the prospectus, would have been quite 
a nominal liability, yet at the same time amply sufficient. Neither 
should we think the subscribers to the concern would have been less 
numerous. Of this we are quite convinced, that no trust c(ln ever over­
ride a legal obligation to pay calls, and the prospectus before us says 
that the company bas no intention whatever of doing so. But banks 
are not by any means unmindful as to the names admitted upon their 
lists of shareholders. They would certainly have no liking for weak 
trustees; and we have, before now, known questions raised and asked 
with respect to registrations which may well be revived in the instance 
before us. 

[From the Economist, July 10, 1886] 
The question of dividends paid in the past ought not, therefore, to 

be the sole gauge which should determine an investor in the selection 
of a trust company. He should, if he is wise, be guided much more 
by the names of those who are responsible for the m:magement of the 
concern. He must remember that his money, when transfused into so 
mucll stock of a trust company, is in reality employed at the will of 
other people in the purchase or sale of shares and bonds which they 
select, and in the choice of whi<!h he bas no voice. It might easily 
llappen that one year a company made a large and attractive rate of 
profit through some lucky manipulation of stocks held by the trust; 
but next year the investor might find himself with a largely diminished 
income, or even with no return at all, through the bungling of those 
to whose superior wisdom in making investments he so trustingly 
confided. This, of · course, is an extreme case ; but it is worth 
emphasizing that trustees, honest, capable, and above suspicion, should 
be regarded by the investor as of far more account than brilliant 
dh1dends or glowing promises. 

There is only one more point to which it appears necessary at this 
mom.ent to r efer, and that is, the publication in the annual report of 
a list of the securities held on behalf of the trust, in ordeL' that the 
stockholders may be satisfied as to what is being done with their 
money. 

• • • • • 
The directors would have done wisely, we think, after the report o! 

the specJal committee appointed to investigate the matter if they had 
followed the plan adopted by other companies in announcing frankly 
to their constituents how their money is represented. Indeed, we regard 
1t as absolutely necessary for the protection of the shareholders that a 
list of the securities held should be an integral part of the annual 
report, and that all the changes in the company's investments during 
the year should be specifically stated, in order that it may be seen bow 
far the directors' operations ha>e been beneficial to the company, and 
how far they have been mere stock-jobbing. It is difficult to see what 
possible harm or disadvantage to the company could arise from sucb. 

publication, and the gain to shareholders-present and prospective­
would be enormous. We are of opinion, moreover, that all the securities 
held should be revalued once a year by an independent stockbroker to be 
appointed by the shareholders, after the faShlon of an auditor; and that 
no dividend beyond a fixed rate, say, 5 per cent, should be allowed 
to be distributed until any shrinkage in market value during the yenr 
had been provided for in some equitable way. This would not neces­
sarily involve the subtraction of the whole amount of the depreciation 
from the profits of the year, for that would be unreasonable; but some 
kind of sinking fund might be con tituted for the replacement of such 
capital as happened to be lost through default or llquiaation, or (as is 
now the case in the Railway Share Trust), the depreciation might be 
carried to a separate account, no higher dividend than 5 per cent being 
allowed to be distributed whilst the account remained in debt. At pres­
ent most of the companies appear to divide their pL'ofits up to the hilt, 
trusting that when the time comes for realizing any of their securities 
they will reap a handsome profit in every case. 

[From The Economist, July 21, 1888] 
Recently, however, investors have changed in their taste, llaving 

become, indeed, quite eager to subscribe to almost any new trust 
undertaking which has appeared to be of a bona fide character. This 
has been largely due, of colll·se, to the conversion of the national debt, 
which, by reducing the rate of interest obtainable on nearly all 
securities, made it necessary for many investors to increase their 
income by placing their money in securities of what m~y be called a 
"contingent" character ; and in ordet· to enable them to do this with 
the minimum of risk, a number of new trust companies came into 
existence. As a result, the market for the. e securities has become, 
ab we have said, one of considerable importance, and hence they have 
now been placed in a separate section of the London official list. 

* * * * * * * There is one other point in regard to ' trust companies to which 
attention may be drawn, and that is the tendency to specialize or 
restrict the character of the new undertakings which are formed. It 
seems to be a favorite idea to have trust companies for almost all 
the dilferent classes of securities, and thus we have had, fur instance, 
an undertaking formecf to hold only brewing shat·es, another for mining 
shares, etc. But in a number of instances, in which this idea of 
specializing the trust has been worked out, the results have been 
decidedly unsatisfactory. To see this we need only look at the Rail­
way In>estment Co., which owns home railway ordina1·y stocks, mainly 
those of the so-called heavy lines, and as a result ol: the decline 
in their dividends the company has fared so badly that half of its 
stock_:_the deferred half-stands at nearly 75 per cent discount. We 
have a similar instance in the Globe Telegraph & Trust, which owns 
telegraph securities, mainly those of the Atlantic cable companies, and 
the Sullmarine Cables Trust is also another case in point. But, indeed, 
it is very obvious that the real principle of a tru~t company is departed 
from when its capital is invested in a limited class of stocks, all of 
which are subject to the same influences. When this is done, an 
investor might better invest his money directly, for he utterly fails to 
obtain that reduction of risk to a minimum which results from the 
distribution of capital in small amounts over a very wide area-the 
fundamental principle of a sound trust. In fact, it is almost a 
truism, that in proportion as a ·trust is specialized, so it loses its 
distinctive character and use, while the wider its sphere of operations 
ls made, the more does it fultlll those functions for Investors, which 
they are usually unable to perform for themselves. 

[From The Economist, Aprll 6, 1889] 

There is, moreover, another difficulty arising out of this characteristic 
of the directorates of trust companies. At the present time it is exceed­
ingly difficult to find sound securities bearing good rates of interest, 
for all the investment brokers are alert to pick up anything cheap, 
in order to supply the needs of their clients. • • As a matter or 
fact, it needs but little experience to k~ow that in 'present circum­
stances the efficient management of a trust company is no sinecure, but 
needs the almost exclusive use of much knowledge and vigilant atten­
tion, and we fail to see how, in many cases, the companies are at all 
likely to get this f1·om directors who can give to each only a fraction of 
their time and minds. • • • only about 47is per·cent. Upon such 
yields as these it is evident the trust companies can only pay small 
dividends, and, in so far as they are investing in these stocks, it must 
mainly be in anticipation of a profit to be obtained by an advance in 
prices, which is speculation pure and simple. On the other hand, if 
they are investing in more risky stocks, it is doubtful if their own se­
curities will prove so stable as most people anticipate: In fact, we can 
not help thinking that the existence of a good many recent trust com­
panies is due partly to the desire for easy directorates, and partly to 
attraction of the fat investment business which such companies alford. 
And in many cases investors, instead of buying the trust companies' 
stocks, would be likely to do better by forming a small trust or selected 
holding of securities for themselves. 
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[From the Economist, June 21, 1890] 

In the first place, the employment of the word •• trust," as a descrip­
tion of the business. proposed tQ be undertaken, is to a very large ex­
rent misleading. It is true that some of the companies invest a greater 
or smaller proportion of their capital in readily marketable securities, 
and thus by spreading their risks obtain upon their investments a fairly 
steady rate of interest. This is, of course, a useful function to perform, 
for it is possible, and even very probable, that a board composed of 
experienced men of business may make a better selection of stocks than 
an individual investor would be able to make. The experience of the 
older trust companies has shown, however, that transactions of this 
description, though safe enough when properly and judiciously con­
ducted, seldom yield anything like a high rate of interest upon the 
capital employed, and it is perfectly obvious that the ertrayagant profits 
obtained within the past few years by the group of companies to which 
we have more than once alluded could not possibly have been derived by 
averaging the interest secured on their investments. 

• • • • • • 
And there is another point which should not be left out of sight. 

The Financial Trusts, as a rule, in presenting their accounts simply 
show in a line what the profits of the year have been, without specify­
ing in what way the profits have been made. Information given in that 
way is obviously insufficient. The accounts should show in separate 
items the interest obtained on investments, the amount earned as com­
mission on the introduction of new companies, and the profit derived 
from underwriting operations. With these facts before them, share­
holders would have the means of ascertaining what proportion of their 
profits came from regular sources, and what from merely ephemeral 
transactions, and with this knowledge they would be able to judge 
whether, in fact, the game was worth the candle. And, finally, it should 
be clearly shown upon what basis the profits are assessed, whether by 
actual receipts or by the temporary fluctuations in the value of securi­
ties. In the absence of such information, shareholders simply partici­
pate in a blind pool, an arranganent satisfactory enough to those who 
are behind the scenes and regulate their operations accordingly, but 
scarc~ly of a kind to satisfy a prudent investor. Very probably any 
attempt to enforce the suggestions we have made would be strenuously 
resisted by the founder directors, who have made such a rich harvest by 
adopting the Financial Trust idea, but, in default of such information, 
we can not but think that Investors should be very cautious, indeed, 
when dealing with undertakings of the kind. 

• • • • • • • 
~'here is all the more ne<;esslty to raise these questions at present, 

because other trust companies will soon be making up their accounts, 
and it is very desirable that right methods of valuation and of dealing 
with apparent profits should be adopted. And the secrecy which the 
companies maintain as to the nature of their investments renders it 
essential that the public mind should be assured that the capital is not 
being squandered. That policy of concealment is greatly to be depre­
cated and we are astonished that shareholders should consent to it. 
It i~Pairs confidence at all times, and it can not but have very 
prejudicial results upon the market estimation of those institutions it 
there should be reason to apprehend that proper care is not being taken 
to maintain their capital intact. 

[From The" Economistr May 2, 1891] 

.A LESSON VROK Tlllil LATE TRUST COMPANIES' MANIA 

It has now been made very evident that the gambling trust companies 
would, as a whole, have fured much better if, instead of buying ln. 1889 
at the top of the wave, they had simply let their funds lie idle until 
the present time and gone in for thi!ir securities when the inevitable 
drop had fo1Iowed. Instead Qf that they operated when securities were 
sustained by the glamor cast over them by a previous long-continued 
rise and combined together so as to carry that rise still further. Even 
when the investors began to hold back, they still went on, and the 
result is that when they were so full up that they could absorb no more, 
prices came down with a run, and they must now hold on in the hope 
of a recovery at some future time. It i:s all very well to say that they 
intended to turn over their capital and not to hold on at the prices of 
1889. While they could sell to the public they did so, and many of 
them made large pi'Ofits. But they were gamblers' profits, lightly come 
by and lightly lost, and whereas even 12 months back practically the 
whole of these companies stood at a premium in the market, many at a 
bjgh premium, as we write the majority are at a discount, and only 
those which were early in the field and began buying before the rise had 
taken .lull elfect are at a premium. Some were enabled to amass sub­
stantial reserves before the fall took eJrect, and these have the ad­
vantage now, though probably a long wait Is before them, and others 
are happily not materially embarked 1n South American or other of 
the most risky secu.rities in vogue during the late mania. But in the 
following list 1t will be seen the depreciation of the past 12 months has 
been universal .. and their founders were altogether wise who transferred 
their founders' rights to the companies started tor the purpose of 
buying them up at a convenient time. 

• • • • • • • 

-Alliance Inv~tment Trust deferred. ________________ _ 
.Army & Navy Investment Trust deferred ________ _ 
Bankers' Investment Trust deferred _______________ _ 
Colonial Securities Trust deferred ___________________ _ 
Consolidated Trust deferred _______________________ _ 
Debenture Corporation.. ____________________________ _ 
Foreign, American, & General Investment Trust deferred. ____________________________________ -----_ 
General & Commercial Investment Trust deferred.. •• 
Government Stock Investment deferred ___________ _ 
Guardian Investment Trust deferred.--------------International Investment Trust deferred ____________ _ 
Investment Trust Corporation deferred _____________ _ 
London Trust Co. deferred _________________________ _ 
Mercantile Investment & General Trust deferred __ _ 
Merchants Trust, ordinary--------------------------Omnium Investment deferred ______________________ _ 
River Plate & General Investment Trust deterred __ _ 
River Plate Trust, Loan, & Agency ordinary -------Scottish Investment Trost deterred _________________ _ 
South Alrican Gold Trust ordinary----------------­
Trustees, Executors, & Securities Insurance ()()r. 

poration_ordinary _____________ ----- ________ -------
United Stat-es & South American Investment 

Trust deferred.----------------------------------

April, 
1891 

Per cent 
75 
94~ 
84 
55 
80 

147 

110 
70 
75 
89 

105 
120 
105 
106 
82~ 
91 
n}2 

178 
87}2 

100 

182~ 

79 

April, 
1890 

Per cent 
109 
111~ 
lll~ 
90 

100 
165 

122 
102 
111 
107 
116 
143 
117 
120 
101 
11~ 
92}2 

287 
105}2 
300 

225 

HK 

Move· 
ment 

Per cent 
-34 
-17 
-27~ 
-35 
-20 
-18 

-12 
-32 
-36 
-18 
-11 
-23 
-12 
-14 
-18% 
-19% 
-15 

-109 
-18 

-200 

-42~ 

-25 

We have here included the best known among these undertakings, 
and thel'e are many of the later formed trusts which would make 
a worse comparison. But we have no desire to paint them as a class 
unfairly, nor to decry the principle of. the trust company so long as 
investments are effected judiciously and there is elfor·t to make mQney 
fast by illegitimate means. Those trusts which for a time made such 
a grand show by underwriting new securities were, we held, mainly 
gambling concerns, and appropriated the word "trusts" as a blind. 
We considered their business and profits precarious In the extreine, 
and that they ought to sail under their true colors, and as the under 
writing business is now dead for a time, their shareholders will soon 
find out, if they have not already done so, that our co.ntention was 
right. In the majority of instances they are now crippled, and it 
will be found that in many respects their constitution is taulty. For 
instance, at this juncture they would have a very fair prospect of 
ma.king money if they could extend their investments. At the present 
general depreciation there is a prospect of bettering their principal 
by judicious buying, which certainly did not offer itself two years ago. 
Yet two yeal'S, even one year, ago, they were free operators, whereas 
now, when there is a genuine opening, their hands are tied. This, it 
may be said, is the way of the financial world. Prices are low, be­
cause funds are locked up and the world is too PQOr to buy, and prices 
have been and will be high when available capital is large, and there 1s 
the confidence which the possession of capital affords. But distrust 
and confidence are not always the result of the absence or possession 
of available ~pital, an1l the time is_ probably coming when capital 
will right itself, and that before confidence in any but what are re­
garded as the very safest investments returns. Just now there is 
room even for a recovery in consoJs, and those who have funds wiU 
find that better returns may be realized by taking up safe securities 
than have been within reach for a long time . 

But these financial trusts are out of the running. Some of them 
it is true, have uncalled capital, but th~y would be nervous about 
calling it up, even if it were not already pledged as secu.rity fur 
debenture issues. Nor can they, in the present distrust attaching to 
them, make further issues of capital, with a view to buying what there 
is a good expectation will recover in due season. Nevertheless it is 
obvious that the trust established at the present time has a far better 
prospect of making money and of a profitable future than was the case 
during the mania of two years back. The underwriting business cer 
tainly would not pay, and in making this statement we have not taken 
it into consideration. As we hold, the legitimate trnst <'ompany is 
that wb~ch spreads a large capital over a great many securities, and 
averages the return upon those securiti~s in the dividend paid to the 
shareholder, who, on his part, when investing in such a company's 
shares, Is really investing in, say, 40 or 50 securities. , Such a trust 
is a shareholder's mutual insurance company, and it should be worked 
reasonably as regards cost, and almost au.tomatically. For such there 
would be ample room now. But the past excesses of the trust com 
panies, doe largely to the founders' element in their constitution which 
urged them on to speculate--fur founders desired rather to 8ee them 
make high profits even for a short time than to do a safe and -smady 
busine~ave so crippled them that they are unable to avail them 
selves of the opportunity. They are compelled to let chances of 
future profits pass, because they have tied up all their available capital 
and so impaired their credit that th:eir power of floating debentures 
upon which they so greatly rely can not be exercised. Happily the 
founders are about played out, and the depreciation of 30 per cent 
at which the shares of the FouDders' Sto.ck & Share Trust stands, Is 
au evidence of the fact. 
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{From The Economist, July 11, 1891] 
THE RATIONALE OF TRUST COMPANIES 

:U Is not at all surprising, in view of the condition of the stock 
markets during the past 9 or 10 months, that the tone adopted by 
the chairmen of those of the trust companies which have held meetings 
recently has been rather apologetic than congratulatory. The promot· 
ing and underwriting business has been practically at a standstill, and 

· the default or considerable shrinkage in the interest upon River Plate 
"securities," in which so many of the trust companies are interested, 
has naturally told very seriously upon the income divisible among the 
shareholders. If the directors of these undertakings have made mis­
takes in sinking too much of their capital in Argentine bonds and shares, 
as many of them undoubtedly have, they have this consolation, if their 
shareholders have not, that they erred to a much smaller extent than 
financiers of eminence, such as the Barings and the Murrietas. And 
the trust company directors may fairly claim that although some of 
their investments have turned out unfortunately, at all events tempo­
rarily, the soundness of the principle upon which the trusts were 
originally founded has in nowise been disproved. Although we have 
bad occasion more than once or twice to criticize freely the proceedings 
of many of these companies, we have frankly admitted that the principle 
upon which the earlier formed tx·usts were worked possessed considerable 
advantages for the moderate investor. AJ:l Sir C. E. Lewis said at the 
meeting of the New York Municipal Trust Co. on Thursday, "You 
minimize to the individual proprietor the amount of loss and risk, 
although QDe can not answer for it that the directors in making invest­
ments for a trust or any other company shall always have a sufficient 
amount of foresight or prophetic power." This sentence really puts the 
matter in a nutshell. A trust properly conducted does for the small 
investor what the rich capitalist can do for himself, while its corporate 
capacity and its holding of securities enables it to borrow for fixed 
periods at comparatively low rates of interest, and with the money so 
borrowed to take up and hold various classes of stocks and shares yield­
ing a higher rate of income. In this way trusts obtain what it is the 
fashion, in dealing with banking proceedings, to call a "profit margin "­
that is, the difference between the amount of interest which they pay 
upon their debentures and the interest or dividends which they secure 
from the employment of the funds borrowed by them. 

But with these advantages there frequently exist considerable dis­
advantages also. It sometimes happens, for instance, that in cases 
where the amounts Invested are comparatively small, the income of the 
trust is largely, and often disproportionately, absorbed by directors' 
fees and other establishment charges. The shareholder, therefore, loses 
an undue amount of the revenue which his capital earns by leaving 
Its investment in other hands. It is further to be remembered that in 
several of the companies only a small proportion of · the nominal value 
of the shares is called up, the balance belng held as security for 
debentures. The shareholder thus makes himself liable for what may 
be his whole fortune for the sake of obtaining a very moderate yield 
upon the amount per share actually called up. In these cases it 
becomes very much a question whether the game is worth the candle­
whether, in fact, the investor had not better run his own risks directly 
than lay himself open to the chance of being ruined in company with a 
body of copartners. In the past, we admit, there bas been no necessity 
to make calls to satisfy debenture holders; but who shall say that 
such an experience is beyond the bounds either of possibility <lr <lf 
probability, especially in connection with the trusts wWch are large 
holders of South American bonds and shares? The point is one which 
no prudent investor can afford to ignore, and it is <lDe that may at any 
moment present itself in very palpable form. Again, it ls t<l be borne 
in mind that in most of the trust companies, which have so far been 
favored with prosperity, the cream of that prosperity has been taken 
by the holders of founders' shares, whose interest in a given company 
is infinitesimal in comparison with that of the general proprietary body 
and who would sulfer little or nothing if the concern were to c<lllapse 
to-morrow. We have so frequently dealt with the preposterous inequity 
of the founders' share principle that we need not enlarge upon the 
subject now, though it is emphatically one that investors in trust 
c<lmpanies should consider very carefully. These are some of the dis· 
advantages of the system which have to be set against the advantages 
<lf spreading capital over a variety of securities and thus minimizing 
the risks to individual holders and of the capacity to borrow for fixed 
periods at low rates of interest. 

But there are tw<l other phases of the trust business to which it 
is not inopportune to direct attention. We refer to questions of pub­
licity i~ the matter of investments and of valuation in regard to 
the securities held. Many of the companies, as our readers are doubt· 
less aware, publish no list of the investments made by the directors, 
and the shareholders are thus left in the dark as to the employment 
of their capital. Generally speaking, a proprietor has the admitted 
right-be always has the equitable right--of calling at the office and 
examining a list of the securities held; but even this privilege, if 
such it can be called , is withheld from the shareholders of the 
Prefer·ence Securities Trust. At a recent meeting one of the share­
holders stated that an application to see the list of securities bad been 

refused, and the chairman, Mr. Stanley Dent-a gentleman who is 
officially connected with five other kindred undertakings-justified the 
refusal on the ground that the information thus <lbtained might b~ 
put to an improper use. A company which adopts such a policy as 
this is neither more nor less than a " blind pool," and it is really 
surprising that a body <lf presumably intelligent shareholders should 
tolerate thi.s kind of thing for a moment. And there is the other pro­
ceeding so generally adopted, of putting the securities down in the 
accounts at cost price and dividing profits wholly without reference 
to depreciation, which may and often does represent the loss of a 
considerable amount of the capital. We can not but regard this as a 
very dangerous practice to pursue, and i.f evil follows from it the 
shareholders in the companies will have themselves to thank. We do 
not, of course, hold that securities should be written up or down in 
the balance sheets in accordance with casual fiuctuations in their 
market prices. But when there bas been a fall, such as that in Argen­
tina and other South American securities, which there is no prospect 
of being retrieved for years to come, if at all, a balance sheet based 
upon cost prices is most delusive. 

[From the Economist, January 31), 1892] 

LATER PHASES OF THE TRUST CRAZE 

The disclosures which have been made recently with regard to the 
operation <lf some of the trust rompanies established within the past 
few years, and more especially in reference to the results of those opera· 
tions, .have naturally excited a good deal of interest not only among 
the shareholders directly affected but thmughout the proprietary oodles 
of kindred undertakings. In the majority of these cases a policy of 
secrecy has been o~served in relation to the investment of the funds 
with which the respective boards of directors have been provided, and 
in some cases any inquiry by a shareholder has been treated as a 
sort of impertinence. In the case of the Law Debenture Corporation, 
for example, the "temporary investments" made by the board have 
admittedly been of an unfortunate character, though their selection was 
the result of the combined wisdom of 18 gentlemen eminent in the legal 
profession, for on the sale of a portion of these investments a lo~s of 
about £10,500 was incurred, and the balance could only be realized at a 
depreciation of about £20,000. In other words, nE:'arly 10 per cent of 
the sum invested has practically disappeared, and yet a shareholder 
who asked for a list <lf the secur·ities held was met with a blank refusal. 
Another phase of the trust business was brought out in the action of 
the Trustees, Executors & Securities Insurance C<lrporation 1J. Sir 
John Pender, in which the directors of the corporation endeavored to 
make theit· ex-colleague responsible for the loss sustained upon an 
investment which he introduced, as if the very fact that a security was 
believed in by <lDe member of the board could excuse the other directors 
from making proper inquiries. When one remembers how handsomely 
these gentlemen are paid to perform their duties, it is not a little sur­
prising that such an action should ever have been brought, for the case 
was .a public admission of the fact that the directors, as a body, 
had neglected an essential part of their duties. But a more glaring 
instance of the risks run by investors in the modern trusts has been 
furnished by the investigations of the committee appointed in December 
to inquire into the proceedings of the Imperial and Foreign Investment 
and Agency Corporation. 

The committee's report shows that the corporation was formed in 
N<lvember, 1889, and that a sum of about £10,000 was spent in pro­
moting it, that sum having been provided by the founders, apart from 
£2,142, which figured in the first balance sheet as preliminary expenses. 
The subscriptions received from the public up to December 2, 1889, 
were disappointing, amounting to 54,904 shares of £10 each, although 
the directorate was what it is the fashion to call a strong one, includ­
ing Messrs. A. Balfour, B. J. Bosanquet, C. C. Case, C. S. Grenfell, 
A. A. Ruth, and F. D. Sassoon. If the directors had been wholly free 
to act they would probably have decided not to proceed to allotment, 
but the money provided by the founders having been so largely dipped 
into, they appear to have fallen an easy prey to the broker who rep­
resented Messrs. C. de Murrieta & Co., and who agreed on behalf of 
that firm to subscribe for 12,000 shares if the corporation purchased 
from them certain securities. The bargain was struck, and the follow· 
ing securities, at a coRt amounting to £252,571, were brought within 
market quotations from Messrs. Murrieta: £15,000 Costa Rica Govern· 
ment "A" 5 per cent bonds; £10;000 Entre Rios Provincial Govern­
ment 6 per cent 1886 bonds; £25,000 ditto 1888 bonds; £10,000 ditto 
Central Railway 6 per cent mortgage bonds; £10,000 ditto extension 
bonds ; £20,000 Argentine Northern Central Railway extension 5 per 
cent Government mortgage bonds; £20,000 Santa Fe and Reconquista 
Railway 5 per cent mortgage bonds; £20,000 dltto Western Central 
Colonies Railway 5 per cent mortgage bonds; £20,000 Interoceanic Rail­
way of Mexico 6 per cent debentUl'e bonds; £15,000 ditto 7 per cent 
preference (1,500 shares of £10 each) ; £5,000 Bieckert's Brewery 5 per 
cent debentures; £10,000 ditto (500 shares of £20 each) ; £20,000 
Chignecto Marine Transport 5 per cent mortgage railway debentures ; 
£20,000 ditto 7 per cent prefet·ence (1,000 shares of £20 each) ; £2{),000 
Cordoba Central Northern Section Railway stock; £7,500 Electricity 
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Supply for Spain (1,500 shares of £5 each) ; and £5,000 Costa Rica 
Railway 6 per cent second debentures. 

A small portion of these securities was afterwards realized at a 
loss, but the bulk is still the property of the corporation, and shows 
a shrinkage of value of £114,358 as between the price at which the 
purchase was made and the medium stock exchange quotation of 
December 31, 1891. The total depreciation on the securities held by 
the corporation is said to amount at current market values to £205,000, 
and among the investments no return is being received upon stocks which 
cost about £200,000. These are, of course, very serious figures, and 
they prove conclusively that the shareholders were well advi.sed in 
obtaining a thorough investigation into their a.t'l'airs. The directors' 
reply to the committee's report was lame and inconclusive in the 
extreme, resting mainly on the ground that the events of the past two 
years could not have been foreseen. 

Without going into the further particula.rs of these typical cases, 
certain broad considerations arise which call for the careful attention 
of the investing public. First, as to the policy of secrecy with regard 
to the investments held, which is so much in vogue. The directors of 
the companies adopting this policy demand that implicit trust shall 
be placed in their financial knowledge and judgment in return investors 
are entitled, at least, to demand that on the part of the directors 
the utmost prudence and care shall be exercised in the investment of 
the funds placed at their disposal. Can it be said, however, that the 
blind confidence the shareholders are compelled to place in the direc­
torate has been justified by its results? That, we should think, no 
one will ever attempt to assert. The compact has evidently been a 
most inequitable one to shareholders, and those of them who consent 
to continue to act are only too likely to come to further grief. 
Secondly, it is to be borne in mind that if large profits are to be 
earned large risks must be incurred, and if large profits are not made, 
the founders obtain no return upon their capital, for it is obvious to 
the merest tyro in financial matters that the investment of a given 
amount of money in a variety of sound stocks such as a trust should 
hold will not produce an average net income of over 7 or 8 per 
cent per annum. the rates usually distributable upon the ordinary 
ahares before the founders partieipate in the net earnings. The exist­
ence of founders' shares is, therefore, an incentive to the directors of 
these companies to engage in risky, speculative business, which but 
from motives of self-interest would he left severely alone. 

Nor is it to be forgotten that when troubles arise and provision has 
to be made for temporary depreciation or actual loss, it is the ordinary 
shareholders primarily who have to submit to whatever sacri.fices may 
be necessary, although ·with the return of the good times, which we all 
hope for, the profits which the capital of the ordinary shareholders 
may earn will be largely absorbed by those in whose interest the risky 
business, which has produced all the mischief, has been entered into. 
In the case of the Law Debenture Corporation, fof instance, the net 
balance of £21,000, instead of being distributed among the ordinary 
shareholders, or written off on account of the depreciation shown in 
the value of the securities, was carried forward, and may in the future 
go to swell the return upon the founders' shares. It comes to this, 
that the very people who have been responsible for the inability of a 
company to pay a dividend may in the course of time benefi1: from the 
misfortunes which they have themselves created. Again, in the case 
of the Imperial & Foreign Investment & Agency Corporation, the 
reason put forward by the board against an application to the court 
for a reduction of the capital, is that the reduction would " unduly 
bene1it the holders of founders' shares to the detriment of the deferred 
stockholders, and would likewise be disadvantageous to the holders of 
preferred stoek." And the claim has been put forward, that in the 
event of a "Winding up the founders would be entitled to a moiety of the 
reserve fund. Thus, from first to last the infiuence of the founders' 
system is a most baneful one, and the sooner it is put an end to the 
better it will be for investors generally. 

There is one other point to be mentioned. One excuse that has been 
put forward for refusing to publish a list of securities is that it would 
be unfair to disclose to the world the fact that the debentures of one 
or more companies had been taken by a trust upon certain terms, and 
we ca.n quite understand this desire for secrecy in the light of the clr­
comstanees which have lately been made public as to the terms upon 
which some of these debentures have been subscribed for. If these are 
to be taken as typical instances, it is scarcely surprising that both 
parties to the transaction llhould be anxious to avoid publicity. But 
the public interest demands that these secret issues of debentures should 
be impossible, for the ordinary trade creditors of the undertakings issu· 
ing them are plaeed in a very disadvantageous position from being 
unacquainted with the real position of those with whom they are doing 
business. We have no desire to take up an unduly pessimistic attitude 
in reference to the trust companies and tbeir methods; but it is highly 
desirable that the people who have invested so vast an amount of 
money ill these undertakings should recognize the risks they are running, 
and determine, come what may, that they will not be participators tD 
•• blind pools," no matter how eminent and experienced the directors 
may be who have their money to deal with. The practice of living in a 

"fool's paradise" is never a satisfactory one, and it is especially to 
be avoided where important financial interests are concerned. 

[From the Economist, December 8, 1894] 

TRUSTS AS COMPANY PROMOTERS 

After the painful experience of the past three or four years, 1t 
might have been thought tbat such of the so-called "trusts " as have 
not been brought to utter grief would have been taught the expedi­
ency of confining themselves to their legitimate business. Their proper 
function is to act as the medium through which investors, by having 
their risks spread over a large number of well-selected securities, 
may realize a somewhat better and more steady income than if they 
acted for themselves. But the great majority of them are not content 
with tllis modest but useful role. Eager to earn large profits for 
their founders, they adventured on the perilous field of company pro­
moting and underwriting. And the disastrous results of that policy 
everyone knows. It has involved the l<>ss of millions of money, 
has proved the ruin of hundreds of too eredul<>us investors, and by 
destroying confidence, has done much to deepen and prolong the de­
pression of trade, from which the whole country has suffered. 

It was to be hoped that the lesson thus painfully taught had been 
taken to heart, and that this form of financial abuse had been checked 
once for all. 

[From the Economist, ;rune 1, 1895] 
MOVEMENTS IN TRUST SECURITIES 

Since we dealt at leDgth with the movements in the prices of· the 
principal trust !!eeurlties in our issue of September 8 last, the apprecia­
tion in market valuations. which had then been going on intermittently 
since the close of 1893, has considerably increased, the recQvery from 
the lowest points touehed during the period of greatest depression hav­
ing in several instances varied from 20 to 40 per cent. That such all 
improvement should have taken place is not surprising, for, on the one 
hand, the prices of stock exchange securities generally have advanced to 
a greater or less extent; and, on the other hand, with the restoration 
of confidence the better-class trust stocks have come in for a larger 
amount of attention from the investing public. There can be no doubt 
that tbe securities of many of the trusts were quite unduly depreciated 
a couple of years ago, when the Winchester House scandals were forcing 
themselves into prominence, and when, amongst unthinking people, the 
vet•y name of trust had become a byword and a reproach. That the com­
panies which had from tlleir commencement adhered strictly to the 

- principles upon which they were actually as well as ostensibly formed 
would sooner or later live down tlle effects of being classed with the 
"blind pooling'' concerns which masqueraded under the title of trust 
was certain, more especially in those cases where investors have the 
means of ascertaining from their published lists what securities the 
companies hold, and the k:i.nd of provision that has been made for depre­
ciation where depreciation exists. To some extent the appreciation 
which has recently taken place has been due to the larger profits earned, 
but for the most part it is based upon a more sentimental foundation. 

* • * • * • 
Many of the trusts still persist in withholding from the proprietors 

particulars of the investments held, though the number is con.siderably 
smaller than it was a few years ago, and in a few cases averages of the 
holdings are stated without full details; but, speaking generally, there 
is an evident disposition among those who conduct these undertakings, 
even of the less-assured character, to " forswear sack and live cleanly" 
the rise in market valuations generally having enabled them to :reali~e 
stocks of doubtful permanent value, and thus to put their houses in 
order. 

[From the Economist, March 19, 1898] 
TRUST COMPANIES 

The issue of the reports of a large number of trust companies for 
the year 1897 affords an opportunity of reviewing the present position 
of these undertakings. The underlying idea of a trust company, we 
have always conceded, is a good one, enabling the investor to spread 
his risk over a large number of securities giving a good average 
return, and thus avoiding the risk of serious or total loss involved 
in placing a limited amount of capital in one or two securities not of 
the first class. 

The majority of the trust companies formed in such numbers about 
10 rears ago unfortunately falled to confine their operation!) strkt1y 
to this class of business, but undertook the flotation or underwriting 
ot new companies and any financial business which promised to return 
a large prafit. These operations, however, necessarily involved seriO'us 
risks, and while they did for a time give handsome results, and 
created a temporary boom in the trust companies' stocks, they finally 
resulted in heavy losses. and in the case of some of the companies 
at least a narrow escape from complete disaster. 

The directors. where they have not been ousted from office, have 
gained wisdom from experience, and, for a number of years past, 
the companies have in nearly all cases pursued a eautious policy! 
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and have undertaken little business beyond that of watching their 
investments, and weeding out from time to tinre the less desirable 
among the securities held. That, however, has proved a very difficult 
task, as the stocks were, in moat cases, purchased at a period of in­
flation, and many of them having fallen into default, the companies 
have made very small distributions upon their deferred stocks, such 
surplus revenue as they have secured being required for writing off 
losses or depreciation. 

[From the Economist, January 8, 1910] 

The object of a properly managed trust company is to minimize the 
possibilities of loss in investment by spreading securities more widely 
than a single man can spread them and by obtaining the advice of able 
financiers as directors. The principle itself, which amounts to a kind 
of mutual insurance among investors, is undoubtedly sound; but we 
need scarcely point out that it may easilY be abused, and that the 
success of a trust company must depend entirely on the management. 
Consequently it is essential before buying shares to look back at past 
history, see how the profits have fluctuated and how well the dividends 
have been maintained, and find the sort of price and yield that the 
market has generally provided in former years. 

• • • • • • • 
In considering the shares of these trust companies investors ought to 

consider very carefully ~he allowance made for depreciation and the 
relation between the realizable and nominal value of the securities. 
The information provided in the reports is often not full enough to 
allow of detailed calculations, but wherever 1t is possible the list of 
shares held should be examined closely, as one ought to understand the 
nature of the companies' assets before buying its stock, and apart from 
a scrutiny of the published list an investor can not tell into what 
market be is really putting his money. For this reason a trust company 
that publishes a list of securities is always preferable to one that does 
not. 

[From the Economist, March 4, 1911] 
The investor who wants the stability which is given to investments by 

distribution of the risk over a large area yet does not wish to split his 
capital into trifling amounts, may always fall back upon the stocks con· 
stituting the capital of the trust companies themselves. Among these 
he will find securities returning various rates of interest up to 6 per 
cent, the debenture and preference stocks mostly being securities of a 
high order, ""bile some of the ordinary and deferred stocks have good 
prospects of appreciation, yet return yields equaled by few invest· 
ments of similar standing. On the other hand, there is a special 
amount of risk due to the fact that everything depends on the conduct 
and discretion of the directors. 

[From the Economist, March 2, 1912] 
TRUST CQMPANTES' FINANCil 

A trust company in the ordinary sense is nothing more than a com­
pany formed to buy investments with its capital for the sake of the 
income to be obtained from them. The investor in the stock of a 
trust company knows that his security is not represented by one or a 
dozen investments, but by stocks and shares of governments, munic­
ipalities, railways, and industrials in every part of the world where 
capital can earn an attractive rate. To the investor of moderate or 
considerable means the idea of handing his money to a group of 
persons to invest as they think fit, paying the expenses of an office, 

, staff, and board of directors out of the income, may seem a rather 
foolish proceeding when the idea of a trust may be carried out in 
the holdings of an individual by selecting stocks in every market which 
appears to offer an attractive return. This view might be justified 
if the individual had the whole of his time to devote to his invest· 
ments, and could constantly be changing or rearranging them. The 
control of a number of investments involves much trouble, even apart 
from the necessity of "watching" them, for out of the whole official 
list of industrials, or, in fact, any of the 5 per cent stocks, but a 
small proportion have not changed their form in some way or other 
within 10 years or so. The policy of spreading risks which has been 
so undeservedly boomed in recent years has undoubtedly something to 
recommend it in theory, but to the ordinary investor it is practically 
""orthless. If be spreads his risks over 10, or even 20, mediocre 
investments to " raise the yield," instead of buying one really safe 
one, he but multiplies the chance of loss of a portion of his capital. 
Only by purchasing a very large number with risks distributed in each 
particular " geographical " selection. can the effects of depression in a 
particular portion of the globe be minimized. In a trust company of 
quite moderate dimensions we find that the list of investments exceeds 
300 different securities. How many individuals would care to be 
bothered with the holding of one-third of this number? 

[From the Economist, March 8, 1913] 
SOME TRUST COrtiPANIES 

A trust company is based upon the principle of specialization in the 
art ot investment. For this object a board of directors highly com· 

petent in finance and an experienced staff should be chosen, who wm 
devote themselves to the care of the company's funds. It might seem 
that by the time the coot of administration bad been met and the 
various officials properly remunerated for their ordinary work and for 
special tours to distant parts of the world the return to the share­
holder would not be satisfactory. But the profit of judicious invest­
ment and the loss of foolish investment are both so large that expert 
advice is thoroughly well worth paying for, and a good trust company 
can provide them at a smaller rate per cent owing to the large capital 
over which the total cost is spread. 

The two factors of most importance in the success of one of these 
companies are proper management and a favorable time for starting 
business. The company launched in a perio~ of high stock exchange 
values should be avoided, for whenever a slump comes it will be faced 
with a large depreciation in its i.nve.stments and the rash shareholder will 
have the unpleasant experience of seeing big slices of his capital written 
off. An intending investor should scrutinize with great care the list 
of persons in control ; he should estimate the qualifications, examine the 
history and success of other undertakings with which they are con­
nected, and generally satisfy himself that they are competent to be 
trusted with his money. Their good management will show itself in 
the judicions selection of investments. The class of business is what 
Mr. Withers describes a.s " speculative investing," or the combination 
of high yield with capital appreciation. An investment trust searches 
for intrinsic values and picks up securities which have fallen out of 
public favor to keep them until the return of popularity. A slump tn 
any particular market provides opportunities to these concerned who 
make bargain purchases to be turned over at a profit after the renewal 
of confidence. In the same way during trade depression the trusts 
will buy industrials at eheap prices, which can be realized at the height 
of the returning boom. They hold freely debenture, preference, and 
ordinary stocks, and when their fixed interest-bearing securities are 
depreciating they stand to gain on their ordinary capital investments. 
In addition to making profits in this way there is a source of revenue 
closed to the ordinary investor but open to trust companies in the 
underwriting of new issues. This is a very profitable business, for if 
the public subscribes in full the trust simply takes the commission, with· 
out having advanced any money, but even if the issue is a failure tbe 
company has an investment from whose cost is deducted the under· 
writing commission and the profit on that portion which went to the 
public. 

Thus, if . an issue is made on which the commission of underwriters 
is 3 per cent, and of which one-half is taken by the public, a trust 
company obtains its stock at six points discount on the issue price. 
It is often in a position to take a profit on this at once, but if it 
decides to retain it as an investment the book value is low. This 
exPlains the leaning of trust companies toward new issues, and It may 
be added that the expert advisers of these companies know far more 
about the prospects of a new issue than the uninstructed public is able 
to learn from the prospectus. 

• • • • • • • 
Trust companies passed through troublesome times in the nineties, 

and many were compelled by the Baring crisis and other adverse dr· 
cumstances to reduce their capital. Much was learned, however, from 
adversity, and the quality of management bas improved considerably. 
The " canny " Scot, as was perhaps to be expected, has shown himself 
successful in this form of enterprise, and Scottish companies are, on the 
whole, ln a stronger position than English ones, but the unfit are now 
practically eliminated. 

• • • • • • • 
A trust company is not bound to make good depreciation in the 

value of its capital assets out of the revenue of the year before 
declaring dividends, but in the interests of sound finance it is clear 
that depreciation due t() loss of earning power ought to be made good; 
any further depreciation allowances will enhance the dividend pro pects 
of the comPany as a whole. Trust company valuations individually 
may perhaps (each the shareholder very little; they may, in fact, be 
misleading. This view was put forward by Mr. P. W. Campbell, the 
chairman of the largest and most successful Scottish investment com· 
pany, in the following words: "I am one of those who think it rather 
a pity to lay emphasis on valuations made at any particular date. All 
such valuations are, I think, misleading when values are abno1·mally 
high, as they sometimes are, and equally misleading when values are 
abnormally low, as we may fairly say was the case at December 31 last." 
This is perfectly true. Nevertheless, the trust company shareholder 
sometimes has a little intelligence himsPif, and regular valuations show 
him whether a particular company's affairs are being conducted with 
success, especially if he is able to compare its record of a few years 
with those of similar concerns. 

[From the Economist, May 31, 1919] 

INVESTME~T TRUST COliiPANIES AND WAR FINANCE 

Among securities of a purely investment character, it would be 
difficult to find a group with a better record of stability, once the 
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initial effects of the outbr('3k of war had spent themselves, than the 
stocks of well-managed investment trust companies. In the first year 
'lf war, dividends in several in...<nances were reduced, and there was 
a consequent fall in the prices of the ordinary stocks, but since then 
the dividends-though in one or two cases still below the immediate 
pre-war distributions, have been steadily rising, so that as compared 
with, say, two years ago, the prices of investment trust company 
ordinary stocks are generally substantially higher, though the prices 
of gilt-edged stocks have depreciated during the same period. The 
prices of the debenture and preference stocks, too, though affected by 
the general fall in security values, have derived support from the fact 
of the larger margin of security provided by the growing ordinary 
dividends and the better quality of the investments behind them, and, 
in the majority of cases, show an improvement in value. 

Chief, perhaps, among the factors affecting trust companies during 
the war period was the treasury scheme for mobilizing American and 
other securities for · the support of the foreign exchanges. Trust com­
panies were particularly large holders of such stocks, and on such of 
them as they have lent to the treasury they ha>e received the extra 
one-half per cent interest. The treasury, however, was particularly 
anxious to purchase outright la1·ge qua.ntities of American stocks, and 
therefore negotiated for the acquisition of the greater part of those 
owned by the trusts. Some of the companies were not too keen on 
t urning over a big proportion of their assets and finding fresh invest­
ments, bnt they have not suffered in the result. A large part of the 
capital previously in .A.meiican stocks is now in British Government 
securities, on which the return is as good or better than on the 
American stocks, because the- latter, in a good many cases, included 
a few nondividend payers. The effect, on the whole, was to provide 
the companies with free capital just at the time when it could be 
invested to the best advantnge., whereas in normal times such conditions 
necessarily imply an unfavorable- market for the raising of new capital 
by the companies. 

• • • • • 
One word of warning may not be out of place, now that the Stock 

Exchange is becoming more actiYe and, owing to the removal of new 
capital-issue restrictions, any kind of scheme may be put before the 
public so long as the capital is not to l~ve the country. The ti·ust 
company principle is sometimes abused by individuals wishing to secure 
command of capital for furthering their own plans or to enaJ?le them 
to saddle the investor with their own " lame ducks." .A successful 
trust company is the work of years of careful nnd bone t investment 
by its directors, whereas a new one comes before the investor with no 
such record. Therefore an investment in the securities of any new 
wnture simply means that money is being banded to its directors for 
them to employ practically as they please. 

[From the Economist, April 11, 1925] 
I . \'EST?.IENT TRUST COMPANIES 

The advantages of the inves tment trust company are gradually 
b(>ginning to be realized by small investors. For many years it has been 
a popular form of investment with those who were able to discover the 
favorable position in which such undertakings were placed. As Viscount 
St. Davids, at the recent annual meeting of the Premier Investment 
Co., pointed out, in refening to the successful progress made by invest­
ment concerns, " ~rbe investor in any one of these companies does not 
run any one over"Wbelming risk ; there . is no huge investment that might 
wreck the company if it went wrong. Secondly, their investments are 
spread about in a great number of different countries; and, thirdly, the 
money is put into- investments of very many different kinds, the result 

- being that the risks are successfully and widely spread. Then I should 
say that another reason of this success is that the investments are made 
by men who have learned tlle investment business, and are more or less 
experts. You may say, 'But a private individual may do just as well.' 
Of course, be may do just as well if he is an intelligent man and gives 
a great deal of thought to his investments-in fact, if lle does with his 
own private investment what the directol'S of an investment trust do 
with other people's money. But even then the private investor has two 
Oisadvantages as compared with the investment trust. The first is that 
many of the best things a re offered privately to the investment trusts 
before they are put upon the market; and the second is that, as regards 
a great number of securities, the investment trusts are able to get into 
them by underwriting, and, therefore, tbey get them nt lower prices 
originally than the outside investor is obliged to pay." 

ExHIBIT F 
[From the New York Telegram, February 7, 1928] 

STATE OFiriClil US»D TO HELP TRUST STOCK-".AMATEURISH" S'GRVEYS 

BY OTTINGER' s STAFF HAYJC Wmm DrsTRIBUTION-US&FUu IN SBARID 
SALES-PASS JUDGlUID~T ON IKYESTMENT COJUP.A~I1r.s, THOUGH Ex­
PERTS HESITATE TO DO SO 

By Carl Randau, New York Telegram financial writer 
Through nation-wide distribution of partial and amateurish surveys 

of ~vestment trusts, Attorney General Ottinger bas permitted his Qffice 

to be used, apparently unwittingly, to tout individual security issues, 
an investigation by the New York Telegram reveals. 

Three times in less than three months supposedly authoritative, yet · 
ntally different surveys have been published by the State. The 
first contained praise primarily for one class of trusts and for par- . 
ticuJar members of that class. It also contained unfavorable observa­
tions about another ·class of trusts and of particular members thereof. 

The second report, which was merely a slightly altered version of 
the first, withdrew several of the unfavorable references. The third 
report, publlshed as a "supplemental" survey, contained numerous 
important modifications in the statements concerning the trusts which 
bad been more or less reflected upon in the original report. 

TRUSTS USE REPORTS 

The first report was useful to one group of trusts in backing up 
their sales literature, while the third is now being used by another 
group. 

Though broadcast with the "compliments of Albert Ottinger, attor­
ney general, State of New York," the surveys were not actually pre­
pared by him. Immediate supervision of the job was intrusted to 
Timothy J. Sbea, assistant attorney general, in charge of the bureau 
of securities of the State uepartment of law. 

When requested by the Telegram to explain the alteration in the 
reports, Shea at first refused to be quoted, a position from which he 
relented only slightly. 

" I wish the reports to speak for themselves," he said. " I am proud 
of them and stand by everything they contain. While I welcome a full 
and free discu sion of the whole subject, I think I have bad my say in 
the 1·eports." 

Shea brushed aside discussion of particular changes in the reports. 
It was made clear that be sees no impropriety in his action of compiling 
official documents in such a manner that they lend themselves to printe 
exploitation. 

He prides himself on conducting his office without regard to precedent 
and consequently is little interested in whether his office or · other 
offices o:l' the State have previously made a practice of boosting or 
discrediting private legitimate ventures. 

ACCEPTED AS VALUABLE DOCUMENT 

Sbea apparently attaches little significance to the fact that the first 
report was much more widely distributed than the "supplemental" 
report. Instead he is particularly pleased to find that many State 
officials, economists, and writers have accepted the original· report as a 
document of great value. Whether they all learn of the subsequent 
'changes is not a matter of serious moment. 

When all three reports are studied together there is revealed an 
interesting succession of modifications. , 

The first of the surveys appeared in the middle of November. It 
was followed only a few days later by a corrected version. The third 
came from the press early in January, but did not receive its widest 
distribution until the past few days. 

The surYeys, or at least the first of the lot, purported to represent a 
dispass ionate and comprehensive report on the problem of the invest­
ment trust in all its -varied forms. As such it was expected, among 
other things, to be of use to the legislature in the framing of new 
laws. The second and third versions bear evidence of attempts to 
escape from hasty conclusions in the first. 

.Actually the three have been described as a gossipy collection of 
observations, with unnecessary comments concerning the merits or 
demerits of individual private enterprises. 

FAVORS DISCRETIO)JARY TYPiil 

In addition to passing out quite freely wrdicts on individual organi­
zations, the authors of the reports also undertook to sit in judgment 
on the various types of investment trusts. 

Many of the bankers and legal experts of Wall Street still hesitate 
'llter years of investigation to express definite opinions on what should 
be the proper activities of Investment trusts, nor baye they been able to 
agree on definitions. The representatives of the State, however, dis­
played no such hesitancy. 

Shea and his assistants, ufter investigating the problem a short time, 
e.~pressed themselves in favor of investment trusts of the discretionary 
or management type as opposed to the fixed or semi.fixed types. 

They found, among other things, that the cost of raising capital for 
the fixed or rigid trusts was higher ; that the possibilities for loss 
were greater; that they afforded their promoters unusual opportunities 
to unload stock acquh·ed at lower prices, and that there were many 
weaknesses in their trustee agreements. 

This emphasis on the dangers, real and imagined, sur.rounding the 
fixed or rigid trusts was offset by no little praise of the good points 
of discretionary, or management, trusts. 

:BOTH HAVE GOOD FEATURES 

Thus the State reserved its severest criticism for the trusts which 
largely eliminate speculative features and possible errors of manage­
ment and its freest commendation for those which must foreyer de­
pend on the judgment and trading ability of their executives. Actu­
ally, of courae, both types bave highly commendable features. 



3820 CONGRESSIONAL RECORD-HOUSE FEBRUARY 29 
Furthermore, an effort was made to show that the United States 

GoYernment favors the trading type of trust. It SQ happens that in 
1922 a former assistant director of the Bureau of Foreign and Do­
mestic Commerce was sent to London and Edinburgh by the Depart­
ment of Commerce to investigate and report on investment trusts. 

Fr<>m this routine action by the Government the following far­
fetched conclusion is drawn: "It would appear, therefore, that the 
influen ce of the United States Department of Commerce has been in 
the direction bf the general management type of investment trust." 

The United States Government has also sent men abroad to study 
and report on the Japanese beetle. 

The State's report not <>nly rendered assistance to certain discre­
tionary trusts and interfered with the sales of fixed trust issues, but 
was accepted throughout the country as an important and authorita­
tive document. 

IIIANY ASK FOR REPORT 

According to the attorney general, "a veritable flood of requests for 
copies of the document overwhelmed the various branches of the State 
department of law." 

Some of the places the first report was read with avidity may be 
learned from the attorney general, who comments as follows on the 
demand: 

" From the governors of the Federal reserve banks they came ; from 
investment trust associates in every State in the Union, Canada, and 
England, the cradle of this form of investment enterprise; from the 
va1ious securities commissions and law departments of the several 
States; from the universities scattered over the country, with pressing 
demands from the directors of their departments of economics. 

"From business associations and aggregations of every character, 
banking, industrial, public utility, mercantile; from chambers of com­
merce and boards of trade in every section of the ·country ; from editors 
of publications devoted to business discussions; from authors of books 
and dissertations upon economic subjects; from students pursuing the 
academic as well as economic curricula, eager for information for incor­
poration in theses; from legislators within and without the State, judges 
and magistl·ates; from every source they came, and in such profusion as 
to tax the facilities of the department of law to meet the response." 

ACCEPT llEPORT WITHOUT STUDY 

Business and financial leaders i.n Wall Street also in .many cases 
have accepted the report as authoritative, sometimes without study, 
simply because it was issued by the State. 

But even while these reports were being sent out as representing the 
State"s best effort in a thorough study of investment trusts the attorney 
general"s staff was compiling a supplemental report. 

The extent to which statements contained in the first report were 
subsequently modified will be discussed in a sec~Jnd article to-morrow. 

EXHIBIT G 
[From the New York Wall Street Journal] 

UTAH INVESTMENT TRUST SECURITIES RJ:STRICTE[}-STATE COMMISSIO::or 

ISSUES UPOUT REQUIRING COYPLETlil PUBLICITY OF PORTFOLIO AND 

APPROVAL OF SUBSTITUTIO::or 

The Utah Securities Commission has issued a report enumerating re­
quirements which must be complied with before investment trust securi­
ties can be qualified for sale in Utah. Among these requirements is 
that whenever substitution is made in trusts of the discretionary type 
the trust managers must obtain the approval of the commission before 
they can continue the sale of shares. 

A complete list is required of the holdings in the portfolio of the 
investment trust and statement of the current value of such holdings, 
together with the name of the exchange on which each holding is listed 
and a statement relative to the distributioll <>f such holdings, together 
with the volume of trading during the last three months prior to 
purchase of such holdings. 

A full statement of all substitutions made must be filed annually, 
such statement to include prices received for the security sold an(l 
the prices paid for the securities purchased, together with the dates 
of the transactions. This is intended to determine the efficiency of the 
discretionary power. 

A statement showing separately the income of the trust from inter­
est and dividends on the securities and other property held, and the 
income to the trust incident to trading operations also must be filed 
annually. Against this statement of income there must be set up a 
statement of all expenses incurred, including costs of administration, 
brokerage, and commission charges for trading; payments, if any, for 
supervisory -service or investment advice, and taxes deducted ft·om gross 
profits. These figures will determine definitely the advantage to the 
investor measured in income from trading profits over and above the 
return to the trust from interest and dividend income on securities 
held. 

A statement is necessary showing how the price of trust shares or 
certificates of beneficial interest issued against the stock deposited 
with the trustees is arrived at. This statement must show whether a 

percentage or a definite sum in dollars and cents Is added to the 
aggregate value of the deposited property to determine the aggregate 
selling price of the shares, or certificates, issued against each unit. This 
also should show the amount figured into the selling price for brokerage 
and commissions in purchasing the underlying stock. 

Whenever a substitution is made a statement must be made setting 
forth consistent reasons for such substitution. 

EXHIBIT H 

[From the New York Wall Street Journal, December 11, 1927] 
INYilSTMENT TRUST RULING-CALIFORNIA ORGANIZATIO:-:s MUST SUB!UIT 

QUARTERLY STATEMEXTS OF COXDITIOX, COMMISSIONER ANNOUNCES 

(Special to the Wall Street Journal) 
Los ANGELES.-Organizers of investment trusts in California hence­

fo~th must agree to furnish stockholders and State corporation com­
missioner with financial statement every three months, according to 
decision of Corp()ration Commissioner Jack Friedlander. Financial 
statement which will be furnished newspapers by commi · loner must 
show all securities bought or sold during three months' period, stocks, 
or other securities held at end of quarter, their market value and 
purchase price. 

Commissioner is also considering question of underwriting fees and 
organization profits in connection with formation of investment trusts, 
number of which have increa cd in the past year and may decide on 
arbitrary fee limited to 10 per cent of amount invested. Commissioner's 
action is believed to be the first adopted by any State to give full 
publicity to operating investment trusts in effort to curb mismanagement 
of investors' funos. 

• • • • • • 
EXHIBIT 

[From the Wall Street Joumal, November 30, 1927] 

REGULATING INVI:STM.ENT TRUSTS 

(Editorial from Boston News Bureau) 

• 

It is a fine thing to lock the stable door before the horse is stolen. · 
One might also foil the thieves by hamstringing the horse. Which is 
the distinguished attorney general of New York proposing to do in his 
suggested _measures for regulating • investment trusts? 

As Boston has been something of a pioneer in the investment-trust 
field, and as New York is necessarily the leading market fo~: investment­
trust securities, Mr. Ottinger's proposals have been read with interest 
by Boston bankers. Briefly, he would have legislation placing invest­
ment trusts under supervision of the State banking department, liber­
alizing the tax laws with regard to such institutions, requiring invest­
ment trusts to deposit a minimum forfeit in New York State or United 
States Government bonds with the State, and limiting the power of 
investment trusts to issue bonds. 

All this sounds like a set of regulations for a ban-king institution. 
Emphatically the investment trust is not a bank. The , individual who 
demands extt·eme safety for his funds, a fair rate of return, and ready 
availability may satisfy his requirements through the mutual savings 
bank. In New York as in Massachusetts be will find an abundance ot 
such institutions ready to serve him. 

The investment trust, on the contrary, is a pool of funds to be in­
vested on behalf of a large numbe-r of investors by a more or less ex­
pert management. It otrers investors a greater degree of diversifica­
tion and in general more careful supervision than they could possibly 
obtain with their own funds. .1\.s in any business enterprise an Invest· 
ment in such a venture will fluctuate in value largely in accordance 
with the ability of the management. Barring fraud, however, it is 
difficult to conceive of any such losses in an investment trust as may 
overtake the investor in, say, an industrial enterprise. 

Discussion of the Ottinger proposals is certain to serve a good pur­
pose. Having grown from practically nothing to $600,000,000 of assets 
in a few years the investment-trust movement has taken on something 
of the aspect of a boom. Under these conditions there is a tendency 
on the part of some investors to regard the inve tment trust as a 
mysterious instrument for assuring profits of 10 per cent per annum 
or more without risk. There is likewise a temptation to the unscrupu­
lous to enter a field in which public interest is so keen. If public 
attention is directed to the fact that something more than the name 
"investment trust" is needed to assure character and competence i.n 
management, .much good will have been accomplished. 

It is a matter for congratulation that so thorough an investigator as 
Attorney General Ottinger has found no evidence of fraud in invest· 
ment-trust financing or management to date. With the 1\Iartin Act 
behind him he is amply equipped to deal with it if it should arise. 
Since he is so equipped, is haste needed In enacting restrictive legisla­
tion? We have seen plenty of examples of the evil of overregulation 
by government in other fields. It would be unfortunate to hamper un­
necessarily the development of so valuable an instrument of finance 
as the investment trust. 
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EXHIBIT J 

[From the New York Journal of Commerce, November 30, 1927] . 
THE .. ~VESTMENT TRGST SITUATION 

Announcement that the joint legislative committee on banking invest­
ments will not take a ction upon the proposed plan of reform or regula­
tion of investment trust s, which bas been prepared by the attorney 
general's office, wlll naturally be received with some mixture of feeling 
by the community. Undoubtedly many bad investment trusts have been 
formed, and equally clearly many trusts which mean quite well have been 
employing unsound or objectionable tactics in the development of their 
business. The need of better and more honest methods is incon­
testable. 

Two doubts, however, assail the nonpartisan observer who looks into 
the situation. One is the question whether the situation is ripe for 
legislative treatment. 1.'he incomplete and half-baked character of the 
recommendations recently made in the attorney general's investigation 
and the apparent lack of understanding of investment-trust principles 
which prevails in· many qunrters show that the principles of investment­
trust ma nagement, whether understood by experts or not, have at all 
events not been sufficiently worked out to find acceptance on a general 
basis. Legjslators find it hard enough to legislate carefully when there 
i ~ pretty general acceptance of fundamental ideas in a given field. 

The other doubt which must trouble many a mind relates to the 
question whether we have not already plenty of law on this subject. 
The investme~t trust is, in effect, a kind of trust company, and there 

· is a good deal of argument in support of the view that the best super­
vision over our investment trusts will be that which comes from wise 
examination by the banking department. That the banking department 
bas quite adequate power to do this work is the opinion of not a few 
persons. If so, the exercise of such power is the quickest and probably 
the most effective way· of succeeding. It should result in compelling 
investment trusts to be sincere with the public, and that is the main 
requisite. 

While doctors. are thus disagreeing, the prospective investment trust 
patron or investor will do well to make a careful study of what be 111 
purchasing and make up Ws mind accordingly. 

Mr. DICKINSON of Iowa. Mr. Chairman, I move that the 
committee do now rise. 

The motion was agreed to. 
Accordingly the committee rose; and Mr. SNELL having as 

Speaker pro tempore assumed the chair, Mr. TREADWAY, Chair­
man of the Committee of the Whole House on the state of the 
Union, reported that that committee, having had under considera­
tion the bill (H. R. 11577) making . appropriations for the De­
partment of Agriculture for the fiscal year ending June 30, 1929, 
and >for other purposes, had come to no re olution thereon. 

LEAVE OF ABSENCE 

By unanimous consent, leave of absence was granted-
To Mr. STEVE~soN, at the request of Mr. BABE, for three days, 

on account of illness. 
'To Mr. 'V.ARREN, for one week, on account of death in his 

family. 
FARM~' PRODUCE MARKET 

Mr. HARE. :Mr. Speaker, I ask unanimous consent to extend 
my remarks in tbe RECORD on the bill 1·ecently passed by the 
House providing for a farmers' wholesale produce market by 
printing a statement signed by commission merchants of this 
city with reference to the location of that site. 

The SPEAKER pro tempore. The gentleman from South 
.Carolina asks unanimous consent to extend his remarks in the 
RECORD in the manner indicated. Is there objection? 

There was no objection. 
Mr. BAREl. Mr. Speaker, under the leave to extend my re· 

marks in the RECoRD, I include the following: 
FEBRUARY 13, 1928. 

To the bonomble COMMlSSIONEBS OF THE DISTRICT OF COLUMBIA •: 
A petition appeared in the public press of Saturday purporting to be 

signed by a certain group of commission merchants, in which it was 
stated that they have made arrangements to acquire the Patterson tract 
and intend to locate their business houses there when they are required 
to move from their present location. 

This is to notify the Board of Commissioners and Congress that the 
undersigned commission merchants and wholesalers of perishable food 
products, representing the bulk of the wholesale business in market sup­
plies of the city of Washington, do not consider the Patterson tract 
suitable for a wholesale-market area and do not propose to locate there. 

The report to Congress made by the Board of Commissioners on De­
cember 15, 1927, under an act passed March 3, 1927, disapproved the 
Patterson tract with this conclusion: 

".After a careful review of all available data bear·ing upon the sub­
ject, the conclusion bas been reached that the following sites should be 
eliminated from further consideration, namely, • • E ckington 
site No. 3 (Patterson tract}. 

" It is believed that the foregoing locations are not reasonably adapted 
to the needs of a farmers ' market because of remoteness or lack of ade-

quate transportation facUlties, and also because there Is no reasonable 
probability that there would be established adjacent to any one of these 
locations a general wholesale produce center." 

The promoters of the plan to locate market houses on the Patterson 
tract state that it is their purpose· ... to establish a modern marketing 
community, with each of the related groups properly placed and with 
adequate provision for the future growth of an units, and we request 
your cooperation in creating a food handling and distribution terminal 
commensurate with the size and dignity of the city • • • ." 

It is of prime importance to the public that the ·wholesale market 
houses be located at a railroad terminal where carlot receivers of 
perishable freight can deliver direct from the cars and eliminate the 
high cost of drayage and rehandling. This would reduce the price of 
food sold at wholesale and at retail. Otherwise this cost must be 
passed on to the ultimate consumers. There are no freight rail facili­
ties into the Patterson tract and there is no probability that there 
ever will be. 

It is true that the Patterson tract is close to the union passenger 
station but the fact is that the bulk of penshable freight delivered in 
this city from the South, North, and West is unloaded at the terminals 
in southwest Washington. 

Passage to and from the Patterson tract is limited to Florida 
.Avenue, which already carries very heavy traffic movement during 
business hours, and if a wholesale marketing center were established 
there the resulting congestion on this one artery would demoralize 
the operation of market functions. 

It is claimed that the Patterson tract is close to the center of 
population and close to the center of the buying public. In refer­
ence to this it is to be noted that the buyers for the market stores, 
hotels, restaurants, and other large users of perishable food products 
who regularly patronize the wholesale market houses and the farmers' 
market have strongly urged the concentration of a wholesale food 
area in southwest Washington adjacent to the rail and water ter­
minals and the municipal fish market, where they can organize their 
quantity buying on the most economical and efficient basis. 

It must be apparent that the dealers who have been prevailed upon 
to sign the petition for your cooperation in developing the Patter­
son tract for wholesale marketing purposes were not actuated by a 
sound belief that it is the logical place for this business, but rather 
by the hope of big profits or bonuses through the promotion of a 
speculative land deal which could not possibly work to the general 
benefit of Washington and should not haye the sanction of the bourlf 
of commissioners or of Congress. 

It has been generally conceded that the wholesale market for per­
ishable food, including the farmers' market, ought not be disrupted and 
scattered over several sections of the city, but for economy .of opera· 
tion should be concentrated in a wholesale food area havi.ng all neces­
sary facilities for this purpose. 

In acco~danc.e with this natural alignment it is the intention of 
the undersigned merchants representing all branches of the wholesale 
perishable food industry to locate their business houses in the ap­
proved area of southwest Washington. 

W. W. Lelsbear & Son, by W. J. Lelsbear, 915 B Street NW.; 
Ernest M. :Merrick, 939 B Street NW. ; Clowe & Davis, by 
George W. Davis, president, 003 B Street NW.; William 0. 
Shreve & Sons, 935 B Street NW. ; Max Shapiro, 920 B 
Street NW.; Harry Sllapiro, 908 Louisiana Avenue NW.; 
National Fruit Co., by Salvatore Scalco, 921 Louisiana Ave­
nue NW.; Sam Keidorf, 901 Louisiana Avenue NW.; B. 
Ublfelder, 903 Louisiana Avenue NW.; Columbia Fruit & 
Candy Co., per Ray Ambigi, 909 Louisiana Avenue ~W.; 
J. A. Kaminsky, 905 Louisiana Avenue NW.; Mike Falcone, 
907 Louisiana Avenue NW. ; Standard Fish & Produce Co., 
by R. W. Weeks, 918 C Street NW.; J. B. Smith, country 
line; Wilson & Rogers (Inc.), 219 Tenth Street NW. ; 
:National City l)airy Co. , 6 Wholesale Row; Potomac Butter 
Co., 308 Tenth Street NW. ; D. C. Butter Co., by M. Kessler, 
005 Louisiana Avenue NW.; Joseph Atkin, 205 Sennth 
Street NW.; Clark M. Kinney, 905 Louisiana .Avenue XW.; 
Beatrice Creamery. Co., 308 Tenth Street NW. ; Carlin 
Creamery Co., 607 B Street NW. ; William F. Hubn & Co., 
201 Seventh Street NW.; H. H. Field & Co., 210 Tenth 
Street NW.; Gale E. Pugh & Co., 927 Louisiana Avenue NW.; 
Claxton Poultry Co., by D. L. Claxton, 928 Louisiana 
.Avenue :NW.; Troshinsky Bros., 927 Louisiana Avenue KW.; 
J. Pevenstein, 907 Louisiana Avenue. NW.; Faunce & Brooke , 
Co., 911 Loui8iana Avenue NW.; W. F. White, 931 Louisiana 
Avenue NW.; Gus 'Yallerstein, 931 Louisiana Ave.nue NW.; 
The Hickman Co., 933 Louisiana Avenue NW.; Krey, Price 
& Co., 933 Louisiana A-venue NW.; Virginia Poultry Co., 
211 Tenth Street NW. ; Loudoun Produce Co., 924 C Street 
NW.; Manassas Produce Co., 207 Tenth Street NW.; Simons 
Produce Co., 210 Tenth Street NW. ; James M. ·Beasley, jr., 
915 ·r.ouisiana Avenue NW.; William F. Johnson, 914 
Louisiana Avenue NW.; National Hotel Supply Co., 8 Whole­
sale Row. 
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HOWARD U N IVERSITY 

Mr. TARVER. 1\Ir. Speaker, I ask unanimous conse-nt to 
extend my remarks in the RECORD relative to the conference 
I'eport on the Interior Department appropriation bill, ac1ed upon 
on yesterday. 

The SPEAKER pro tempore. The gentleman from Georgia 
-askJ unanimous consent to extend his remarks in the REcoRD 
in the manner indicated. Is there obje-ction? 

There ·was np objection. 
1\Ir. TARVER. Mr. Speaker, it may be accepted as a pri­

mary rule of logic that a proposition which is just does not 
1·equire misrepresentation in its defense. 

The Howard University appropriation has been acted on 
favorably by Congress (without statutory authority, however) 
for so many years that its propriety is accepted as a matter of 
course, and it is doubtful if many Members of the House have 
examined and analyzed the arguments by which it is sought to 
justify it. 

I intend to discuss only one feature of these arguments at 
this time, and that, in the main, only in so far as it unjustly 
reflects upon my own State. 

On February 28, 1928, the conference report upon the Inte­
l'ior Department appropriation bill was called up in the House 
for consideration, and the previous question being ordered imme­
diately no opportunity was afforded for debate. In connection 
with that report the House passed upon the Senate amendment 
appropriating $390,000 for Howard University for negroes, in 
:washington. 

Under leave granted to extend his remarks, the gentleman 
from Michigan [Mr. CRAMTON] has inserted in the RECORD on 
page 3821-22 certain alleged statistics relative to the distribu­
tion of Federal funds appropriated for educational purposes as 
between whites and negroes in 17 States of the Union. It is 
the evident purpose to justify appropriations to Howard Uni­
Yersity upon the theory that negroes are discriminated against 
in the allocation of funds appropriated by the Federal Govern­
ment for educational purposes, and the Southern States, with 
a few northern ones in which separate educational institutions 
are maintained for whites and negroes, are used to illustrate 
the contention. The alleged statistics, among other errata, con­
tain the statement, in effect, that for "four-year collegiate 
education " the Federal Government appropriates $571,296 to the 
State of Georgia, and that of this amount the negroes re-ceive 
the benefit or only $19,667. 

The statistics purport to have been furnished by Howard 
University. Alleging their fallacy as I do, I think it advisable 
to call attention, first, to certain other statistics furnished here­
tofore by this institution to the Committee on Education, which 
has reported H. R. 279, intended to legalize appropriations to 
that university. 

It should be noted in this connection that the Committee on 
Education, of which I am a member, in reporting H. R. 279 
has relied entirely upon statements made by educators repre­
senting Howard University for its facts; and at the present 
session of the Congress declined to have hearings on the bill, 
although 12 members of the committee were new and did not 
participate in previous beatings, but upon the basis of 1926 
hearings on a similar measure com.isting, except for a short 
introductory statement by 1\lr. CRAMTON, entirely of statements 
by two representatives of Howard University, reported the bill 
favorably. ' 

As indicating the nature of the information upon which the 
committee relied, I desire to incorporate in my remarks a state­
ment addressed by me to the chairman of the Committee on 
Education, with attached exhibits: 
lion. DANIEL A. REED, 

Ohairman Oomtnitte(; on Education, 
House of Representatives. 

MY DEAB MR. REED : Under permission granted me by the committee, 
I desire to file the attached documents to be inco1·porated in the record 
of hearings had on H. R. 279, a bill to amend section 8 of tile act incor­
porating Howard University. 

It will appear from the record that h~arings had by the committee 
during the Sixty-ninth Congress on H. R. 8466 and H. R. 393 were con­
sidered upon the bearing relative to the instant bill. The documents 
are offered with reference to statements appearing on pages 19 and 20 
of the hearings had during the Sixty-ninth Congr~ss to the effect that 
Congre s appropriated $3,759,742 directly to schools and colleges in the 
South through the Department of the Interior; that of this sum only 
about $150,000 is allocated to colored schools; that at least $625,000 
should be so allocated; and that there is discrimination against the 

'\ negro in the allocation of such funds in the South. Th~se statements 

were made by Doctor Durkee, president of Howard University. Incor­
porated th~rein at the top of page 20 of said heat·ings appea rs a lis t of 
universities alleged to be southern univei·sit~s. with figures oppos ite 
each one alleged to show amounts received by them from the Federal 
Government . In this list of " southern " universities appears Delaware 
College, Montana and New Mexico Colleges of Agriculture and Mechanic 
Arts, Utah Agricultural College, Oregon State Agl'icultural College, the 
University of Ariz-ona, the West Virginia University, two colleges in 
Oklahoma, as well as universit ies and colleges in Kentucky, Maryla.nd, 
and Missouri. 

To confute the charge of unjust discl'imination against the negro in 
the allocation of Federal funds appropriated directly to Southern uni­
versities and particularly with reference to Georgia , I attach h~reto: 

1. A statement from Chancellor Charles M. Snelling, of the Univer­
sity of Georgia. 

2. A statement from Hon. John J. Tigert, Commissione1· of Education. 
In lieu of attaching copies of the documents referred to in Commis­

sioner Tigert's statement, I digest tables 11 and 25, pages 3G and 
69, " Land-grant Colleges, 1925," which show: 

1i States (including 11 States usually referred to as the 
S~ut11, ~nd in addition, D~lawarelr.Kentucky, Maryland , 
Missouri Oklahoma, and West V ginia) r eceived fr·om 
Morrill-Nel-son (land-grant college) funds for fiscal vear 
ending June 30, 1925---------------------------~--- $8GO, OOO. OO 

Received by colored institutions in States named________ :!GO, 365. 18 
14 States (excluding from States above named, Delaware 

Oklahoma, and West Virginia) receh·ed_ ... ___________ ~ 700, 000. 00 
Received by colored institutions in said 14 States______ 2:!5, 365. 18 
11 States (excluding Delawat·e, Kentucky, Maryland. Mis-

sour!, Oklahoma, and West Yirginia from tbe 17) 
received------------------------------------------ 550,000. 00 

Received by colored institutions in said 11 States________ 204, 9!>0. 18 
Respectfully. 

M. C. TARVER, 
Member of Oong1·ess Se venth Georgia Dish•ict. 

U~IVERSITY OF GEORGIA_, 
OFFICE OF THE CIUNCELLOR, 

Athe11s, Ga., Janua,-y 28, 1~8. 

D.EAP. 1\IR. TARVER : I beg to acknowledge the receipt of your tele­
gram of to-day and in reply would say that I have always understood 
that under the first Morrill Act, that of 1862, the entire proceeds 
came to the University of Georgia. and have been used by this institu· 
tion since that time, except the $2,000 per annum appropriated by 
our trustees to the North Georgia Agl·icultural College as a part 
payment of the salary of the president of that institution. As for the 
share of the negroes in the funds arising from tllat act, the State of 
Georgia agreed to appropriate the sum of $8,000 per annum for the 
use of the Negro race. This money first went to the Atlanta Univer­
sity and later on was transferred to the Georgia Industrial College 
at Savannah, a part of the University of Georgia syst~m. 

When the question of an equitable division of the funds from the 
Morrill-Nelson Act of 1890 came up, there was more or less discussion 
and the question was finally settled to the satisfaction of the Federal 
Government, the division to be made as follows: Two-thirds to the 
University of Georgia for the whites and one-third to the Georgia 
Industrial College for the negroes. This division, which was agreed 
to by the Government more than 30 years ago, has been adhered to 
since. These funds are now divided as follows: To the University 
of Georgia, $33,333.34; to the Georgia Industrial College, $16,666.66. 

It was pointed out at the time this basis of division was agrei.'d to, 
and it is true now, that the cost of providing adequate instruction 
for the negroes was much less than that of procuring similar services 
for the whites and that under the terms of the division agreed on 
the negroes would get equal educational facilities for the amount 
of money thus distributed. It was also shown that the relative de­
mand for this type of education was much less among the nl'groes t han 
among the whites and thus called for the expenditure or less money 
relatively. 

I can your attention to the fact that the colored population of Georgia 
Is but very little more than one-third the total population of the State, 
and that on population basis the present practice of division is equitabie. 

The State of Georgia has been ppropLiating for a number of years 
the sum of $10,000 per annum to the Georgia Industrial Coll~ge. Last 
summer the State provided in the general appropriation act foL' that 
institution the sum of $57,666.66 for the year 19::!8 and a similar sum 
for 1929. Thus it is seen that the State has incr~ased its appropriation 
for the maintenance and support of the coll~ge for n~groes nearl~· six 
times the original sum. The requests of the tru tees of that in stitu­
tion, acting in conjunction with the departml'nt at Washingt on, were 
tully met by the General Assembly of Georgia. 

Trusting that this will give you the information desired and assuring 
you of my appreciation of your inter~st in the instihttion ov~r which I 
have the honor to preside, I beg to r t'main, 

Yours very truly, 
CHAS. M. SlliELLIXG, C1tanccllor. 
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Hon. MALCOLM C. TAllVEll., 

D•PARTMENT OF THE INTJilUOR, 
BUREAU OF EDUCATION, 

Washington, Januarv :10, ~28. 

House of Representat.Wes, Washlt!gton, D. 0. 
My DEAR MR. TAJWIIR: The Secretary of the Interior is charged with 

the supervision of the administration of the funds received by the sev­
eral States through the provision of the Morrill-Nelson Acts of 1890 
and 1907. 

The division of these fnnds is fairly stable and has been practically 
unchanged Bince 1918. Each State, Alaska, Hawall, and Porto Rico 
receive $50,000 annually under the Morrill Act of 1890 and the 
Nelson amendment of 1907, totaling $2,550,000 each year. In Georgia 
the provisions of the act were accepted by a joint resolution approved 
November 26, 1890, and Section XVII provides that one-third of said 
fund shall be for the colored students. 'l'he division of the funds be­
tween institutions for white students and those for colored students in 
States where a distinction is made in the admission of white and 
colored students was proposed by the individual States and was ap­
proved by the Secretary of the Interior, except in the case of South 
Carolina. The division proposed by South Carolina was not deemed 
equitable by the Secretary of the Interior, and that State was not 
certified for any funds, until Congress enacted a law authorizing the 
payment of the fnnds, notwithstanding the objections of the Secretary 
of the Interior thereto. 

We have forwarded under separate cover two ·publications (marked 
4!opies) " Land-Grant Colleges, 1925 " and " Federal Laws and Rulings 
Atreeting Land-Grant Colleges." The former shows the division of 
the Morrill-Nelson funds between institutions for white and colored 
students {p. 59) ; the actual fonds are shown on page 36 (white) 
and page 69 (colored). The latter publication (pp. 5-10) gives the 
MorriU-Nelson Act in full with rnlings. 

Information on other Federal funds appropriated for the land-grant 
colleges should be obtained from the departments which supervise the 
expenditures. The Smith-Hughes funds are in charge of the Federal 
Board for Vocational Education and the Hatch-Adams, Smith-Lever, 
a.nd other funds are controlled by the Departinent of Agriculture. 

Cordially yours, 
J:NO. J. TIGERT, Oommissioner. 

It will be observed from reading the statistics furnished by the 
Bureau of Education that instead of $3,759;742 being received 
by southern colleges and universities through the Department 
of the Interior, as alleged by Doctor Durkee, only $550,000 is 
annually received by colleges and univ-ersities in the 11 Southern 
States in which the bulk of the Nation's colored population 
resides, of which $204,990.18 is all~ted to negro institutions, 
instead of only $150,000 out of nearly $4,000,000, as charged. 
It Missouri, Kentucky, and Maryland are included, the pro­
portion allocated to negro institutions is $225,365.18 out of a 
total of $700,000. It will be observed that the 11 Southern 
States referred to have a total white population according to 
the statistics submitted by the gentleman from Michigan [Mr. 
CRAMTON] of 17,029,013, and a total colored population of 
8,055,760. The colored population is approximately 32 per cent 
of the total ; the colored institutions are allotted approxi­
mately 37 per cent of Federal funds appropriated for edu­
cational purposes through the Department of the Interior, so 
the charge of discrimination made before the committee against 
Southern States 1n the allocation of educational funds received 
through that department falls to the ground. 

The representatives of Howard University, abandoning as it 
seems the position taken by Doctor Durkee, have furnished to 
Members of Congress, or at least to the members of the Com­
mittee on Education, certain alleged statistics which do not 
purport to relate only to Federal funds for educational pur­
poses disbursed through the Department of the Interior, but 
to the distribution " of Federal and State funds for four-year 
collegiate education and the relation of the distribution to the 
population in 17 States having separate schools for white and 
negro students." As a part of the document so furnished are 
included tables of alleged statistics with reference to three par­
ticular States, Georgia, Louisiana, and Mississippi, these negroes 
baTing apparently selected these States for attack by reason of 
the fact that the minority report on H. R. 279 is signed by 
Representatives from these States, the gentleman from Mis­
sissippi, Doctor LoWREY, the gentleman from Louisiana [Mr. 
DE RoUEN], a,nd myself. 

The gentleman from Michigan [Mr. CRAMTON] in inserting in 
the RECORD the statistics so furnished him omitted, for reasons 
with which I am not familiar, the tables dealing particularly 
with Louisiana and with Georgia. It is apparent~ however, that 
the entire procedure of the preparation of the statistics has been 
intended to justify the pending legislation upon the theory that 
Federal funds appropriated to the States for educational pur­
poses are improperly allocated as between the 1·aces in the 

South, and it is with the particular purpose of refuting this 
charge, rather than to discuss the merits and den~erits of 
H. R. 279, that I am inserting this matter in the RECORD. 

An examlna tion of the :figures inserted by Doctor Durkee in 
the committee hearings in 1926, to which I have heretofore 
referred, in view of their palpable fallacy, ought to have dis­
couraged the gentleman from Michigan [Mr. CRAMTON] from 
inserting the new tables of statistics now relied upon. The 
source of information upon which he relies, Howard University 
itself, is necessarily prejudiced in the matter ; and fairness, it 
seems, would have required that he verify the information thus 
procured from interested parties before inserting it in tbe C<>~­
GRESBIONAL REcoRD, where it stands as an unjustified assault 
upon the South in the matter of allocating Federal funds re­
ceived for educational purposes. 

In discussing briefly the table appearing on page 3711 of the 
RECORD, it should be noted at the outset that there are no funds 
appropriated by the Federal Government to the States desig­
nated "for four-year collegiate education," the language used 
in describing the table. It should be remembered in the same 
connection t:qat representatives of Howard University before the 
committee in 1926 stressed the function of that institution in 
affording professional training to negroes and that nowhere is 
there a Federal dollar available to the States for the profes­
sional education of whites. Since we are referring to annual 
appropriations, the provisions of the Morrill Act of July 2, 1862, 
are not involved; but from the pioneer educational act of the 
National Congress provided that the funds thereby provided 
should be devoted--

. to the endowment, support, and maintenance of at least one college, 
where the leading object shall be, without excluding other scientific 
and classical studies, and including military tactics, to teach such 
branches of learning as are related to agriculture and the mechanic 
arts. (See code, title 7, section 304.) 

The next legislation making Federal appropriations to . the 
Sta~ for educational purposes was the act approved August 
30, 1890, as amended March 4, 1907, known as the Morrill­
Nelson Act. It authorizes the appropriation annually to each 
State and Territory of $50,000--
to be applied only to instruction in agriculture, the mechanic arts, the 
English language, and the various branches of mathematical, physical, 
natural, and economic science, with special reference to their applica­
tion in the industries of life. (See code, title 7, sec. 321.) 

The Smith-Hughes Act of February 23, 1917, authorizes an­
nual appropriations totaling $6,000,000, administered by the 
Federal Board for Voc-ational Education-
for the purpose of cooperating with the States in paying the salaries of 
teachers, supervisors, or directors of agricultural subjects, and teachers 
of trade, home economics, and industrial subjects, etc. (See code, title 
20, sec. 11.) 

1 
An appropriation of $1,000,000 per year, administered by the 

Federal Board for Vocational Education, is authorized under 
the civilian rehabilitation act, approved June 5, 1924--
for the promotion of vocational rehabilitation of persons disabled in 
industry. (See code, title 29, sec. 31.) 

Agricultural extension work is pro"\"ided :lor in the act ap­
proved May 8, 1914, on that subject, under the direction of the 
Department of Agriculture, and--
no portion of said moneys shall be applied, directly or indirectly, to 
• • • college-course teaching, lectures in colleges, etc.- · 

But to-
gi-ving of instruction and practical demonstrations in agriculture and 
home economics to persons not attending or resident in said colleges. 
(See code, title 7, sees. 342, 345.) 

It there is any other Federal appropriation to the States 
which might by any stretch of the imagination be denominated 
a fund for "higher education," it is that providing for ag:ri­
cultural experiment stations under direction of agricultural 
·colleges; but Georgia's part of this, by express provision of the 
law itself, is paid, not to any college, but to the Georgia Experi­
ment Station. (Code, title 7, sec. 383.) 
· Of what appropriations then is the $571,296 made up, which 

it is claimed in these erroneous statistics, inserted in the RECORD 
by the gentleman from Michigan [Mr. CRAMTON], is received 
by my State of Georgia (presumably annually, since no other 
time limit is given), "for four-year collegiate education," of 
which, it is claimed, negroes receive the benefit of only 
$19,667? It may be presumed that $50,000 of it is represented 
by the appropriations .received under the Morrill-Nelson Act, 
"for instruction in agriculture and the mechanic arts," of which 
one-third is allotted to negro institutions, or $16,666.67. Let us 
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next suppose that the Howard University · statisticians have in­
cluded in the total, appropriations made under the Smith­
Hughes Act for vocational education. This fund is adminis­
tered by the State board for vocational education, whose plans 
must be approved by the Federal Board for Vocational Educa­
tion, who presumably have done their duty in seeing to it that 
the Ne.g~o race. has not been discriminated against. The op­
portumties pronded by the fund are not in the nature of "four­
year collegiate education." However, construing it as properly 
coming in the table inserted in the RECORD, what are the facts 
with regard to it? 

The amount received last year by Georgia was $194,469.14. 
_(See 11th Ann. Rept., Federal Board for Vocational Education, 
p. 40, table 9.) 

During the year which closed June 30, 1926, the Georgia State 
Board for Vocational Education cooperated with 117 schools in main­
taining dE-partments of vocational agriculture. - Of this number, 71 
were high schools, 10 district agricultural and mechanics schools, and 
35 nE-gro schools. In these schools 137 teachers of vocational agri­
culture were employed whose salaries were paid in part from Smith­
Hughes funds. • • • These teachers gave systema,tic instruction 
in all phases of practical agriculture to 4,956 pupils. Of this number 
• • • 1,184 were enrolled in the negro schools. (9th Ann. Rept., 
Ga. State Board for Vocational Education, p. 3.) 

Why, if Georgia is to be charged with the reception of the 
Smith-Hughes fund for purposes of "four-year collegiate educa­
tion" and "higher education" in arriving at the total of 
$571,296, is she not given credit in the table inserted in the 
RECoRD by Mr. CRAMTON for the portion of these funds used in 
maintaining vocational agricultural inh'truction in the 35 negro· 
schools out of the total of 117? If there is a seeming dis­
crepancy in the number of negro students as compared with 
whites in the schools in question, it may easily be accounted for 
by the failure of the negro to interest himself in vocational 
education to the same extent as the whites. At any rate, no 
credit is given to Georgia in the statistical table referred to for 
the part of this fund expended for negroes ; which might be fair 
enough, since that table purports to relate only to "four-year 
collegiate education," were it not apparent that the statistician, 
from some such sources as the Smith-Hughes fund for voca­
tional education, must have procured the amounts necessary to 
pad the $50,000 received by Georgia under the Morrill-Nelson 
Act up to the $571,296 which she is charged in the table referred 
to with having received from the Federal Government for higher 
educational purposes. If charged in the table with having 
received it for the purposes mentioned, why not give her credit 
for the part of it spent on the Negro race, instead of, in effect, 
denying that she expended any of it for negro education? 

Let us next, in an effort to get the amount received by Georgia 
from the Federal Government for "four-year collegiate educa­
tion " up to the sum mentioned in the alleged statistics inserted 
in the record, suppose that the statistician considered that 
Federal appropriations made under the Smith-Bankhead, or 
civilian rehabilitation act, should be counted a part of the 
higher educational appropriations. I:tl so, the sum received by 
Georgia last year under this act was $16,657.94. (See 11th 
Ann. Rep., Federal Board for Vocational Education, p. 62.) 
This fund, as that received under the Smith-Hughes Act, is 
administered by the Federal and State boards for vocational 
education. It is used for training and placing in employment 
those who are disabled from accident, disease, or from congenital 
conditions. 

Call it higher education if you will. Its purpose is high 
enough. Never has there been any charge in my State that 
negroes have been discriminated against in the administration 
of this fund. Many negroes have been aided by it. The picture 
of one of th~m. a hopeless cripple for life who was taught a 
trade by which he might earn _ a living, is published on page 59 
of the ninth annual report of the Georgia State Board for Voca­
tional Education as an illustration of their work. And yet, if 
Georgia is charged with the Smith-Bankhead fund in making 
up the total of $571,296 in the statistics inserted in the record 
as received by her for "four-year collegiate education," she is 
given no credit for the use of any part of the fund for the 
Ne-!ITo race. 

The appropriations which I have detailed as to amount make 
a total to Georgia from the Federal Government for the 
last fiscal year of $261,127.08. Where the remainder of the 
$571,296 is supposed to have come from I have no means of 
knowing, nor do I, as a matter of fact, know the Morrill­
Nelson, Smith-Hughes, and Smith-Bankhead funds are included 
in that total. The statistician is conveniently silent as to 
what particular funds he is referring to. But when he says 
that Georgia received for "four-year collegiate education" 
from the Federal Government $571,296, and that of this amount 

only $19,667 was received by negroes, he makes an unjust 
assault upon my State as a basis for asking an illegal and un~ 
con.stitutional apl?ropriation from Congress for the higher edu· 
.cation! and espec1ally professional education, of negroes. Had 
he said that of the $50,000 Morrill-Nelson fund, Georgia allo~ 
cates. $1~,666.67 to the negroes, he would have been correct. 
. It. Is difficult t? C?~ceive, that, by a wild stretch of the imag· 
I?abon, the statisbc1an may have included in the total men· 
tion~d by him appropriations handled by the Department of 
Agriculture for agricultural extension work and the Georgia 
Experi~en~ Station. None of that money is spent in affording 
education m any college. 

If it has been. included in the total charged to Georgia "for 
four-year c?llegiate education," it is only necessary to point 
out that th1s money is spent in practical demonstration work 
among the negroes as well as the whites and there is no way 
of figuring out just how much goes for the benefit of one race 
and how m~ch for ~he othe.r. But that is no .reason for charging 
~e ~.tate With .havrng rece1ved it for pm·poses of " higher educa­
tion and havmg devoted all of it to whites to the exclusion of 
the negro. 

I have- discussed the table inserted by Mr. CRAMTON in so 
far as it re~ates, to Fed.eral funds received by Georgia for "four­
ye~ collegiate' or "h1gher educational " purposes, and the allo. 
catiOn .of sue~ funds as between the races. I have not discussed 
other Item~ m the table, inc!uding statistics relating to other 
States, which I have not studied but which I have no doubt are 
e~u~lly fallacious with those I have discussed, and with the sta­
tistics heretofore referred to as having been submitted by 
!loc~or Durkee at committee hearings in 1926. It may be that 
m new of the fact that the Howard University appropriation 
has been made again, as it has been for 49 years, some gentle­
man may wonder why I go to the trouble to insert in the RECORD 
~ith such ?etai.l the facts relating to this matter. May I say 
m ~xplanation, 1f any be necessary, that there is too often a dis­
position among gentle:q:ten to accept alleged statistics tab-ulated 
by alleged a~th~rities, at their face value, just as the gentle.. 
man from Michigan [Mr. CRAMTON] did in this case. I feel 
sure he made little or no investigation of the matter or he would 
not !Iave in~rted the table in the RECORD containing, as it does, 
an mferential, unwarranted charge against my State· and I 
consider it my duty, in so far as I am able, to have the true 
facts appear. In· addition to this, there is soon to be voted on 
by the House . H. R. 279, which ·proposes to legalize future 
appr?priations to Howard University, and the gentleman from 
M1chigan [Mr. CRAMTON] in inserting this table made refer­
ence to that fact and invited reference to the table in the same 
connection. 
If gentlemen. of ~e House see fit to legalize appropriations 

to a negro umversity not even under public supervision or 
cont.rol for the. higher education, and particularly the pro­
fessiOnal education of negroes, when not a single Federal dol­
lar .is available for the professional education of whites in the 
vano~ States, ~ can only register my objection; but I am 
determmed that It shall not be done on the theory that South­
~rn S~tes, an? ~pec~ally my own State, treat the negro un­
JUStly m the distnbution of Federal funds received for educa­
tional purposes--at least ·without the true facts being made to 
appear. -

Howard University does not even serve a nation-wide need 
~ the Negro rae~ so mu<:h as it serves a local need. Refer­
rmg ~o the. table mserted m the record of hearings had dm·ing 
the S1xty-mnth Congress, on page 15, it appears that of a total 
of 2,032 students, 1,952 were residents of the United States 
and that of this number 598 were residents of the District of 
Columbia and 621 were residents of the States of Maryland 
New Jersey, Pennsylvania, and Virginia, making a total of 
1,119, or more than one-half, who came from a territory either 
C?mprised in or within a short distance of the District of Colum­
bia: ~en ~outhern Sta~s, where the bulk of the negro popu­
lation m this country resides, excluding Virginia, furnished only 
395 students. 

In this country there are 7,000,000 adults who can neither 
re~d nor write, and millions of children growing up to com­
pnse part of the same class unless vigorous action is taken 
for th~ir relief. I am unwilling to neglect them and at the 
same time vote. to make ap:propriations not authorized by law 
for the professiOnal education of negroes residino- largely in 
and close around the District of Columbia. o 

STATEMENTS OF BELGIAN AMBASSADOR, ElX-8-ENATOR LENROOT, LONDON 
TIMES, AND OTHERS DEALING WITH CHANG-YEN-MAO SUIT 

Mr. FREE. Mr. Speaker, I ask unanimous consent to extend 
my re~arks in the RECORD in regard to certain statements 
ap~nng on page 3664 of the CONGRESSIONAL RECORD, and fol­
lowrng, Qf date of February 28. 
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The SPEAKER pr~ tempore. The gentleman from California 

asks unanimous consent to extend his remru:ks in the REcoRD 
in the manner indicated. Is there objection? 

There was no objection. 
Mr. FREE. l\lr. Speaker, there having appeared in the 

CONGRESSIONAL RECORD, Of February 28, certain statements about 
which misunderstanding might arise with regard to Secretary 
Hoover's connection with a lawsuit involving certain Chinese 
mining properties, I felt it my duty, as Representative of 
Mr. Hoover's district in the Congress to make a statement with 
regard to the matter. 

Realizing that former Senator Lenroot had occasion some 
tjme ago to investigate this case thoroughly, I asked him to 
address a letter to me fully explaining Mr. Hoover's connection 
with this matter. I herewith submit Senator Lenroot's reply, 
together with statements made by the Belgian ambassador and 
others. 

These fully dispose of the matter, and I wish to add my own 
feeling of indignation at this sort of infamous and slanderous 
politics. · 

Senator Lenroot's letter to me is as follows: 
FEBRUARY 29, 1928. 

Bon. ARTHCR M. FREE, 
House of Representatives, Wasl&iugton, D. 0. 

MY DEAR MB. FREE: I am glad to respond to your inquiry about Mr. 
Hoover in connection with a Chinese foreign lawsuit concerning events 
of 28 years ago which 1s mentioned in the Co~GRESSIONAr.. REcoRD oi 
February 28. 

In view of the whispering slanders on this subject, some ot Mr. 
Hoover's friends some time since asked that I make an independent 
investigation of this subject through the examination of the entire 
record. I have examined the reports of the evidence and the judgment 
in this lawsuit. I am able to say categorically that neither the evidence 
nor the judgment reflect on the character or integrity of Mr. Hoover. 

On the contrary, his connection with the matter was honorable in 
every way and it was largely upon his testimony that the Chinese were 
restored to their rights. 

Mr. Hoover had signed certain contracts as an agent of others at 
the request of all parties, but the suit was not directed at him; he 
was not a defendant, but a witness. There was absolutely no judgment 
against Mr. Hoover rendered at any time. 

An examination of the actual issues in the case shows that even had 
he been a defendant the actual lawsuit offers no basis for criticism 
against him. 

The suit involved a contract b~een Chinese, Belgian, English, and 
German inten-sts growing out of a reorganization ot a Chinese in­
d1Liltrial concern in financial difficulties, and was brought in the English 
court. The contracts were negotiated by agents of their respective 
nationalities, with the assistance of the B.elgian and other legations 
in China. Mr. Hoover was engaged as an engineer, and later, for a 
short time, the manager. The real question in the case was as tG the 
binding effect of a certain memorandum signed by Mr. Hoover as 
aglnt of one of the parties together with other agents, it being pro­
vided in said memorandum made at the time of the reorganization~ that 
a Chinese board was to participate in the management of the company 
and the former Chinese director general was to continue. During Mr. 
Hoover's administration the conh·act was complied with, although 
difficulties arose over custody of title deeds which M.r. Hoover insisted 
on having placed in care of a bank, in the name of the company for 
the protection of all parties. 

Some eight or nine months after the reorganization was completed 
a change of stockholders' control took place. Mr. Hoover retired from 
the concern as manager, and the group which came into control then 
repudiated a portion of the contract made under the reorganization by 
ignoring the CWnese local board of directors. Out of the change 
in control a bitter quarrel grew up amongst the diverse national in· 
te~·ests. But when the issues were finally drawn it becam~ simply a 
question as to whether or not the said supplemental memorandum was 
to be carried out. The Chinese complainants in bringing their action 
naturally askoo as an alternative that the o:rigtnal contracts be re­
scinded and certain properties in the reorganization be restored. 

The judgment declared the memorandum to be valid and binding, 
dismissed all other questions except as to damages for breach of the 
contract, and, upon appeal, even this was dismissed as to the concern 
for which Mr. Hoover had acted as agent. 

The case was of considerable public interest at the time and was 
carefully reviewed editorially in the London Times of March 2, 1905. 
The Times summary of the actual issues is in accord with the above. 
Incidentally this review does not even mention Mr. Hoover. 

Unprincipled persons circulated slanderous stories on this subject a 
few years ago. They were investigated by an eminent firm of lawyers 
and exploded at that time, and now they are picked up out of the 
gutter for u e in the present campaign. At the time Baron de Cartier, 
the Belgian ambassador to the United States, who at the time of the 

reorganization mentioned represented Belgian interests, wrote a Jetter 
vigorously denouncing these slanders upon Mr. ij:oover, as did likewise 
the chairman of the company and various lawyers in the . case. I ap­
pend these statements hexeto. 

Sincerely yours, 
IRVINB L. LE"YROOT. 

113 EAST SEVE::.'iTY-THIRD STREllT, 

}letv York Oity, December 15, 1927. 
DE.AB SIR: It Is now over five years since some of Mr. Hoover's 

friends consulted me as to the best way to smoke out and punish the 
unknown person or persons responsible for the political whispering 
campaign of slander concerning his connection with the Chang Yen Mao 
lawsuit decided in the English courts over 20 years ago. As I advised 
at that time these vague insinuations hardly seemed worthy of atten­
tion, but nevertheless, at their request to my fi:rm, then Perkins & 
Train, we undertook to ascertain, if possible, who was responsible for 
these malicious misstatements, to review the entire evidence in a liti­
gation nearly a quarter of a century old and in which most of the 
litigants and attorneys were dead, and to bring the guilty parties to 
book by instituting both cfvi1 and criminal proceedings against them. 
We we-re unable to trace the origin of these slanders for no one bad 
the temerity to stand up and publicly repeat the falsehoods. 

Upon theu recrudescence we again t()(}k up the matter, and ~n this 
occasion we communicated with all those still alive who were in any 
way conversant with the facts, that we- might be prepared to deal with 
such persoDJJ if we could find them. 

The outstanding fact is that Mr. Hoover was not even named as a 
defendant in this lawsuit-his reJaU.on bei11g that of a witness upon 
whose testimony tbe plaintift' won his case for restitution to the office 
as a director, and the absurdity of these charges is that all the de­
fendants, even after the loss of the CAse, have remained Mr. Hoover~s 
friends ever sine~-

It might be of service i.f I should .review the whole matter as we 
found it to be. 

The litigation which bas been made the basis of the totally un­
warranted attaek on Mr. Hoover arose out ot a quarrel between four 
ditrerent gr-oups of stoek and bondholders in a coal-mining enterprise in 
China, of which he was a.t the age of 24 the engineer and for a few 
months the general manager. Of these different groups one combined 
certain Chinese and German interests and there w~re two separate 
British groups and a Belgian group, all having diverse interests. 

In 1900, as a result of the Boxer disturbances, the property, which 
bad nevel' been very successful, was greatly damaged by the war, and 
the properties were seized by the Japanese, German, and Russian Gov­
ernments and occupied by their troops. The interest upon the bonds 
was defaulted and the creditors threatened to take the property. 

Mr. Hoover had been in China for about a year previously, acting as 
engineer for the Chinese Government, was familiar with the property 
and acquainted with some of the parties concerned. His engagement 
having been terminated by the flight of the Chinese Government, he was 
about to leave China to accept other employment when Mr. Detring 
with the cooperation of Chang, both of them realizing the potential 
value of the mines and being anxious to save the property, asked him 
to convey certain written authorization to the London representatives 
of the bondholders, with a view to their interesting new foreign capital 
and reorganizing and recovering the property from seizure. 

The plan was duly undertaken, the reorganization took place, and 
Mr. Hoover was sent back to China as engineer to the mines. .An 
English lawyer and a Belgian lawyer, each representing the interests 
of his own countrymen, were sent to Tientsin to carry out the reorgani­
zation, with which Mr. Hoover was to have nothing to do. The· 
transfer of the assets of the original company to the new company 
occurred in February, 1901, at which time two instruments were ex~ 
cuted, one a conveyance of the assets, and the other a separate "mem­
orandum " vroviding for the proper representation of the Chinese in 
the management. Mr. Hoover signed this memorandum as agent at 
the request of one of the principals. Chang was given the post of 
director general. and a local board of directors on which the Chinese 
were duly rep.resented was instituted, as provided in the memorandum, 
while Mr. Hoover continued for some months as manager. The Belgian 
i.nterest soon atte.r obtained eontrol of the management, and Mr. Hoover 
resigned and returned to the United States. 

The Belgians, afta Mr. Hoover's departure, fuJ.ding that they were 
impeded in their work by the interference of the Chinese officials, 
simply brushed tbem aside and repudiated the memorandum and the 
Chinese, naturally aggrieved, sent Chang to London to compel the 
company to recognize the memorandum and carry out its terms by 
which their interests were guaranteed. 

The parties to the action in chancery were Chang Yen Mao and the · 
old Chinese company, plaintiffs, versus the Moreing group and The 
Chinese Engineering & Mining Co. (Ltd.), controlled by the Belgian 
and Turner British groups as defendants. Mr. Hoover was not even 
a defendant in the action. The plruntiffs asked that the court declare 
the memorandum binding upon . the defendant (the reorganized) com-
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pany, or ln the alternative that the conveyance of the property should 
be set aside with a general claim for damages. At the trial, whieh 
took place in February, 1905, Mr. Hoover was an · important, if not 
the most important, witness, and largely by virtue of his testimony the 
Chinese were able to establish their contentions. 

He testified explicitly that he had no idea that the memorandum 
would ever be questioned, that he had always insisted that it be 
carried out, that it had been carried out at all times while he was 
connected with the management, and the result of the litigation was 
that the court held the memorandum valid, as Mr. Hoover had always 
contended, and stayed all proceedings save those against the corpora· 
tion defendant, holding that it alone could be held responsible for 
damages if any bad been occasioned by the refusal of the Belgians 
to recognize the terms of the memorandum in China. There was 
obviously no judgment against Mr. Hoover. 

There was nothing in the testimony reflecting upon Mr. Hoover's 
conduct in any way, it was through his lips that the plaintiffs sub­
stantiated their claim, and to suggest that he could possibly be 
responsible tor a breach of contract arising after be had left the employ 
of the corporation is a wanton defamation. -

These various gt·oups continued four-corner quarrels over financial 
questions until they finally settled matters among themselves, in which 
Mr. Hoover had no part whatever. 

As Mr. Hoover's personal honor was involved we felt that it would 
not be regarded - as overzealous to secure assurances from those still 
surviving who bad personal knowledge of the matter, and among them 
ts the following letter from his excel_lency, the Belgian ambassador: 

AUGUST 29, 1917. 
DEAR HoovER: I have been astonished to bear mis-statements with 

regard to your connection with the Chinese Engineering & Mining Co., 
which operated in the Kaiping mines during the period when I was 
Belgian Charg~ d'-Affaires in China. As such I looked after the very 
large Belgian interests in that enterprise and had personal knowledge 
of all the facts relating to the transfer of the :Property, some of which 
led subsequently to litigation in the English courts. Throughout :rour 
administration of the company's affairs, both as chief engineer and as 
director, you acted concededly for the best interest of all the stock· 
holders, Chinese, Belgian, and English alike, with the highest sense 
of honor, and the termination of the litigation was a complete vindlca· 
tion of vour conduct and largely turned upon your testimony. The 
best pro~f of this lies in the fact that the Belgians interested in these 
properties were the very men who called upon you to come to the 
assistance of their country in its extremity. 

Very sincerely yours, E. de CARTIER. 

The significance of the letter which follows is obvious froJ;O the fact 
that Mr. Hoover t estifil"d against the interests of the corporation of 
which the signer was the chairman of the board of directors : 

22, AUSTIN FRIARS, 
London, E. a., f, April iB, 19M. 

DEAn Sm: Referring to our interview to-day on the subject of Mr. 
Herbert C. Hoover' connection with the affairs of the Chinese Engi­
neering & Mining Co. (Ltd.), which was formed in the year 1901, and 
the litigation in the years 1905 and 1906 arising out of it at the in­
stance of the late Chang Yen Mao, I repeat what I then stated, viz, 
that I have been intimately acquainted with these matters from their 
inception, having been a director of the original company and being 
chairman of the board of directors of the present company, which was 
formed in 1912, and I am able to say that there is no ground for any 
suggestion that Mr. Hoover's conduct in relation to the matters in 

· question has been other than of a perfectly honourable character. You 
are at liberty to make use of this letter in any way that you may please. 

Yours faithfully, 
W. F. TURNER. 

The following letter is from the only surviving barrister in tbe case : 
8, Or.o SQUARE, 

Litwoln's Inn, W. a., May 1, 1923. 
DEAR Srn: With regard to the litigation between Chang Yen Mao and 

the Chinese Engineering Co. and Messrs. Bewick Mo.reillg & Co., I was 
one of the counsel in the case. 

The case was tried so many years ago that I can not profess to have 
any recollection of the details of the case, but so far as my recollection 
goes there was no evidence in that case which in any way reflects on 
the honour or integrity of Mr. Herbert C. Hoover. 

I am yours faithfully, 
T. R. HUGHES. 

The only persons in a position to complai.n of Mr. Hoover's conduct 
or testimony in the case were the British and Belgian groups against 
whom his testimony lay. Yet these same British groups all of 
them engaged his engineering services in after years, and the Belgi_an 
group were identical meu who appealed to him to undertake the relle.f 
of Belgium upon which th.'Y intrusted their lives and their own enor­
mous contributions implicitly. 

In conclusion, permit me to say that, were it not for -the possible 
misrepresentation of this matter as filthy political defamation, it would 

be difficult for me to see why there was any necessity for engaging 
the services of my firm for the purpose of reviewing his part in this 
long-defunct litigation, where the ensuing operations were carried on 
with great profit for many years to the satisfaction of the Chinese 
and Europeans alike, and whereby his positive and disinterested testi· 
mony assisted in procuring justice for all parties concerned. 

Faithfully yours, 
ARTHUR C. TRAIN. 

DEAR SIR: I have just heard to my intense surprise that some kind 
of an attack has been made on Mr. Hoover in the United States of .A..meric~ 
suggesting that it was shown in the course of the lawsuit brought by 
Chang Yen Mao in connection with the Chinese Engineering & Mining 
Co. (Ltd.), that he had in some way acted improperly. This allega­
tion is entirely unfounded. 

His opponents, whoever they are, seem to have gone a long way 
back for this invention, considering that this refers to matters of 27 
years ago. I had the conduct of the case on behalf of one of the 
defendants in the action, so I know all about it and have refreshed my 
memory by referring to the papers. 

The action was brought to secure the compliance with certain agree­
ments, chiefly the reinstatement of Chang Yen Mao as head of the 
Chinese board of directors. Mr. Hoover was not a party to this 
action-his only connection with it was as a witness. 

The plaintiff claimed that he had transferred the mining property in 
question to the defendant company In a creditors reorganization on the 
faith of the provisions of a written memorandum dated February 19, 
1901, which bas reference, among other things, to the constitution and 
the board of directors of the company, and which had been signed by 
Chang and one of his associates named Detring and by agents of Euro­
pean principals. Mr. Hoover being present was asked to sign this 
memorandum. The main question in the action was as to whether this 
memorandum was binding upon the company and my clients ; and as an 
alternative plea the plaintiff asked that if it was held not to be so bind­
ing the transfer of the property should be set aside on the ground that 
it had been represented to him that this memorandum was binding, and 
it was only in this legal sense that it was suggested that there bad been 
any complaint. 

As a matter of fact, it was proved by the evidence at the trial that 
this memorandum bad been prepared by the Chevalier de Wouters and a 
Mr. White Cooper, an English solicitor representing the bondholders and 
reorganizers of the company with the assistance of Chang's representa­
tive, Mr. Detring, and Mr. Eames, an English barrister. 

The sworn evidence Mr. Hoover gave on the subject was to the effect 
that this memorandum was binding and be insisted that it should be 
carried out, and that it was so carried out during the short time he 
was engaged on the property; that its repudiation was due to a subse­
quent change in control, the succeeding managers complaining of inter­
ference by the Chinese in proper management. Similar evidence· was 
given by other witnesses. 

It was made perfectly clear that in the opinion of all parties at the 
time that it was perfectly binding. · 

Before the trial took place there had been some question as to whether 
the company could give effect to some of the provisions of this mE!ffio­
randum which related to the management of the company, but in th~ 
course of the trial it was conceded by all the defendants that the docu­
ment was in every way binding upon the defendants. Any charge there­
fore at once fell to the ground. 

Now, this is what the judge (Mr. Justice Joyce) said about it in the 
course of giving judgments : 

•• Now, His Excellency Chang declined to execute the transfer because 
it did not contain any statement of the arrangements for which he had 
stipulated with respect to, amongst other things, the constitution and 
management of the new company into which the Chinese company was 
to be transformed • "' • IDtimately - His Excellency was induced ­
with difficulty to accede to a proposal of Mr. White Cooper that the 
terms, on account of the absence of which from the transfer be declined 
to execute, should be embodied in another document, being the memo­
t•andum I have already spoken of to be executed at the same time as 
the transfer. 

"Under this arrangement His Excellency was assured by the repre­
sentatives of the other parties to the transaction that the memorandum 
was, as it was expressed to be, the ruling document, and to be acted 
upon, or in other words, would be binding and would be carried into 
effect. It was upon the faith of and reliance upon these assurances that 
His Excellency was induced to affix his seal to the two versions of the 
transfer. Mr. White Cooper, a member of a firm of English solicitors, 
who acted for the European principals,' prepared the draft of the transfer 
as also the memorandum and be attested their -execution." 

In the course of his judgment the judge went on to say : 
"The memoranduin is now. I may almost ·say admittedly, binding, a.s 

indeed it always was," and an 9rder of the court was accordingly drawn 
q op ecmtahJJng a declaration to that effect. 

I 'l'he case was appealed by the defendants upon question of costs, 
etc., and the previous judgment considerably modified in favor of the 
defendants; and the claim against my clients tor damages was dis-

_\. 
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zr,Ussed; but, as I said before, that was not a matter in which Mr. 
Hoover was concerned. 
· Some criticism was raised as to the forcible possession of certain 
bearer-title deeds at Mr. Hoover's direction when manager. As a matter 
of fact, these deeds were not taken by force but were rescued from 
corrupt use by certain Chinese officials and placed in a foreign bank 
and in escrow for all parties ; there was absolutely nothing in it­
except loyalty to the concern. 

I am afraid that you Vl"ill find this rather a long letter, but I have 
thought it best-even at the expense of brevity-to give chapter and 
verse for my statements, which should, in case of need, once and for 
all establish the preposterous character of the unwarranted insinua­
tions which have been made against Mr. Hoover, and that there was 
nothing in the proceedings which in any way reflected upon his integ­
rity or honor-quite to the contrary. 

Yours sincerely, 

LONDON, ENGLAND. 

HARRY G. ABRAHAMS, 

Michael Abrahams So11s & Oo. 

(Extract from London Times editorial, March 2, 1905] 
Stripped of details, the point at issue in the action was simple. 

Chang-Yen-Mao was director general of a Chinese company formed in 
1882 to work certain mines in the Provinces of Chi-li and Jehol. Fresh 
capital was required for the undertaking, and Mr. Detring, a German, 
who was a commissioner of customs in China and also a director of the 
company, was authorized to take measures to raise the necessary capital. 
He put him-self in communication with the defendants, Moreing & Co., 
and the result was that by a conveyance of February 19, 1901, all the 
property of the plaintiff company was transferred to the defendant 
company. The contention of the plaintiff was that this transfer was 
executed upon the express condition that a memorandum of even date 
should be executed, and should be binding upon the new company. One 
of the conditions was that the shareholders, Chinese and foreign alike, 
should have equal votes ; that the company should be managed by 
two boards, English and Chinese; that Chang-Yen-Mao should continue 
to be director general; and that the Chinese board should manage the 
property of the company in China. These provisions, it was said, had 
not been carried out, The new company refused to recognize them. The 
Chinese board was powerless ; a manager was sent out who said he knew 
nothing of the memorandum ; and the official business of the company 
was not transacted at Tientsin. The plaintiff sought a declaration that 
the terms of the memorandum were binding upon the company or that 
the deed of transfer should be set aside. 

MESSAGE FROM THE SENATE 

A message from the Senate, by Mr. Craven, its principal clerk, 
announced that the Senate had passed without amendment a 
bill and a joint and concurrent resolution of the House of the 
following titles : 

H. R. 8227. An act authorizing the Sunbury Bridge Co., its 
successors and assigns, to construct, maintain, and operate a 
bridge across the Susquehanna River at or near Bainbi-idge 
Street, in the city of Sunbury, Pa. ; 

H. J. Res.141. Joint resolution to authorize the President to 
invite the Government of Great Britain to participate in the 
celebration of the sesquicentennial of the discovery of the 
Hawaiian Islands, and to provide for the participation of the 
Government of the United States therein; and 

H. Con. Res. 25. Authorizing the Clerk of the House of Rep­
resentatives to make certain changes in the engrossed copy of 
the bill (H. it. 10635) entitled "An act making appropriations 
for the Treasury and Post Office Departments for the fiscal year 
ending June 30, 1929, and for other purposes." 

The message also announced that the Senate had agreed to 
the amendments of the House of Representatives to the amend­
ments of the Senate Nos. 12 and 46 to the bill (H. R. 9136) 
entitled "An act making appropriations for the Department of 
the Interior for the fiscal year ending June 30, 1929, and for 
other purposes." 

ENROLLED BILLS SIGNED 

Mr. CAMPBELL, from the Committee on Enrolled Bills, re­
ported that they had examined and found truly enrolled bills of 
the following titles, when the Speaker signed the same: 

H. R. 121. An act authorizing the Cairo A ociation of Com­
merce, its successors and assigns, to construct, maintain, and 
operate a bridge across the Ohio River at or near Cairo, Ill; 
and 

H. R. 5679. An act authorizing the Nebraska-Iowa Bridge Cor­
poration, a Delaware corporation, its successors a nd assigns, to 
construct, maintain, and operate a bridge acro.:s the Missouri 

;Biver between Washington County, Nebr., and Harrison County, 
;Jowa. . _ . . . 

LXIX--241 

ADJOURNMENT • 

Mr. DICKINSON of Iowa. Mr. Speaker, I move that the 
House do now adjourn. 

The motion was agreed to; accordingly (at 5 o'clock and 3 
minutes p. m.) the House adjourned until to-morrow, Thurs­
day, March 1, 1928, at 12 o'clock noon. 

COMl\fiTTEE HEARINGS 
Ur. TILSON submitted the following tentative list of com­

mittee hearings scheduled for Thursday, March 1, 1928, as 
reported to the floor leader by clerks of the several committees: 

COMMITTEE ON APPROPRIATIONS 

(10.30 a. m.) 
Navy Department appropriation bill. 

COMMI'ITEE ON AGRICULTURE 

(10 a. m.) 
To insure adequate supplies of timber and other forest prod­

ucts for the people of the United States, to promote the full 
use for timber growing and other ·purposes of forest lands in 
the· United States, including farm wood lots and those aban­
doned farm areas not suitable for agricultural production, and 
to secure the correlation and the most economical conduct of 
forest research in the Department of Agriculture, through re­
search in reforestation, timber growing, protection, utilization, 
forest economics, and related subjects (H. R. 6091). 

COMMITI"EE ON WORLD W .AR VETER.A~S' LEGISLATION 

(10 a. m.) 
To amend the World War veterans' act, 1924 (H. R. 10160). 

COMMITTEE ON THE MERCHANT MABINE AND FISHERIES 

(10 a. m.) 
To further develop an American merchant marine, to assure 

its permanence in the transportation of the foreign trade of the 
United States (S. 744). 

To promote, encourage, and develop an American merchant 
rp.arine in connection with the agricultural and industrial com­
merce of the United States, provide for the national defense, 
the transportation of foreign mails, the establishment of a 
merchant-marine training school, and for other purposes (H. 
R. 2). 

To amend the merchant marine act of 1920, insure a perma­
nent passenger and cargo service in the North .Atlantic, and for 
other purposes (H. R. 8914). 

To create, develop, and maintain a privately owned American 
merchant marine adequate to serve trade routes essential in 
the movement of the industrial and agricultural products of 
the United States and to meet the requirements of the com­
merce of the United States; to provide for the transportation 
of the foreign mails of the United States in vessels of the 
United States; to provide naval and military auxiliaries; and 
for other purposes (H. R. 10765). 

COMMITTEE ON IMMIGRATION AND NATURALIZATION 

(10.30 a. m.) 
To amend the immigration act of 1924 by making the quota 

provisions thereof applicable to Mexico, Cuba, Canada, and 
the other countries of continental America and adjacent islands 
(H. R. 6465). 

COMMITTEE ON THE POST OFFICE AND POST ROADS 

(10 a. m.) 
To amend Title II of an act approved February 28, 1925, 

regulating postal rates (H. R. 9296). 

REPORTS OF CO~IMITTEES ON PUBLIC BILLS A~TJ) 
RESOLUTIONS 

Under clause 2 of Rule XIII, 
1\Ir. DICKINSON of Iowa: Committee on Appropriations. 

H. R. 11577. A bill making appropriations for the Department 
of Agriculture for the fi ·cal year ending June 30, 1929, and for 
other purposes; without amendment (Rept. No. 789) . . Referred 
to the Committee of the Whole House on the state of the Union. 

1\Ir. BURTON: Committee on Foreign Affairs. H. R. 10167. 
A bill to authorize the President to accept the invitation ·of the 
Cuban Government to appoint delegates to the Second' Inter­
national Emigration and Immigration Conference to be held at 
H abana, commencing l\Iarch 31, 1928; without amendment 
(Rept. No. 790). Refen-ed to the Committee of the Whole 
House on the state of the Union. 

l\Ir. BURTON: Committee on Foreign Affairs. H. J. Res. 211. 
A joint resolution to amend public Resolution 65, approved 
Marcil 3, 1925, authorizing the participation of the United States 
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Government in the International Exposition to be held in 
Seville, Spain; without amendment (Rept. No. 791). Referred 
to the House Calendar. 

1\Ir. KNUTSON : Committee on Pensions. H. R. 10479. A 
bill granting double pensions to dependents under existing pen­
sion laws in all cases where an officer, warrant officer, or en­
listed man or student :flyer of _the United States Army dies or is 
disabled due to aircraft accident; with amendment (Rept. No. 
792). Referred to the Committee of the Whole House on the 
state of the Union. 

Mr. FISHER: Committee on Military A.fl:'airs. H. R. 11134. 
A bill to authorize appropriations for construction at military 
posts, and for other purposes; with amendment (Rept. No. 
793). Referred to the Committee of the Whole House on the 
state of the Union. 

Mr. HAUGEN: Committee on Agriculture. B. R. 10374. A bill 
for the acquisition of lands for an addition to the Beal Nursery 
at East Tawas, Mich.; with amendment (Rept. No. 798). Re­
ferred to the Committee of the Whole Bouse on the state of 
the Union. 

Mr. HAUGEN: Committee on Agriculture. H. R. 11074. A 
bill to pl'omote the agriculture of the United States by expand­
ing in the foreign field the service now rendered by the United 
States Department of Agriculture in acquiring and diffusing 
useful information regarding agriculture, and for .other -pur­
poses; without amendment (Rept. No. 700). Referred to the 
Committee of the Whole House on the state of the Union. 

Mr. WHITE of Maine: Committee on the Merchant Marine 
and Fisheries. S. 2317. An act continuing for one year the 
powers and authority of the Federal Radio Commission under 
the radio act of 1927; with amendment (Rept. No. 800). Re­
ferred to the Committee of the Whole House on the state of 
the Union. 

REPORTS OF CO~DIITTEES 0~ PRIVATE BILLS A1-.'D 
RESOLUTIONS 

Under clause 2 of Rule }OII, 
Mr. FROTIDNGBAM: Committee on Military Affairs. H. R. 

4653. A bill for the relicl of Virgil W. Roberts; without 
amendment (Rept. No. 794). Referred to the Committee of the 
Whole House. 

Mr. FROTHINGHAM-: Committee on Military Affairs. H. R 
4935. A bill to authorize the appointment of First Lieut. Clar­
ence E. Burt, retired, to the grade of major, retired, in the 
United States Army; with amendment (Rept. No. 795). Re­
ferred to the Committee of the Whole House. 

Mr. FURLO'V: Committee on Military A.fl:'airs. H. R. 7409. 
A bill to authorize the appointment of Capt. John J. Campbell, 
resigned, to the grade of captain, retired, in the United States 
Army; with amendment (Rept. No. 796). Referred to the Com­
mittee of the Whole House. 

:Mr. JOHNSON of Illinois : Committee on Military Affairs. 
H. R. 3892. A bill for the relief of George W. Sampson; with 
amendment (Rept. No. 797). Referred to the Committee of the 
Whole Honse. · 

CHANGE OF REFEREKCE 
Under clause 2 of Rule XXII, committees were discharged 

from the consideration of the following bills, which were re­
ferred as follows : 

A bill (H. R. 11504) granting an increase of pension to Ella 
M. O'Bryan; Committee on Pensions discharged, and referred 
to the Committee on Invalid Pensions. 

A bill (H. R. 11452) granting a pension to Mary E. Nix; 
Committee on Pensions discharged, and referred to the Com­
mittee on Invalid Pensions. 

A bill (H. R. 11453) granting a pension to Mrs. Atwood P. 
Latham; Committee on Invalid Pensions discharged, and re· 
ferred to the Committee on Pensions. 

PUBLIC BILLS Al~D RESOLUTIONS 
Under clause 3 of Rule XXII, public bills and resolutions 

were introduced and severally referred as follows: 
By Mr. DICKINSON of Iowa: A bill (H. R. 11577) making 

appropriations for the Department of Agriculture for the fiscal 
year ending June 30, 1929, and for other purposes ; committed 
to tbe Committee of tbe Whole House on the state of the 
Union. 

By Mr. GARNER of Texas: A bill (H. R. 11578) authorizing 
the B and P Bridge Co., its snccesso~ and assigns, to con­
struct, maintain, and operate a bridge across the Rio Grande 
at or near Weslaco, Tex.; to the Committee on Interstate and 
Foreign Commerce. 

By Mr. JONES: A bill (H. R. 11579) relating to investiga·· 
tion of new uses of cotton ; to the Committee on Agriculture. 

By Mr. LEAVITT: A bill (H. R. 11580) to authorize the 
leasing or sale of land reserved for administrative purposes on 
the Fort Peck Indian Reservation, Mont.; to the Committee on 
Indian Affairs. 

Also, a bill (H. R. 11581) to extend to the Northern Cheyenn(j 
Indians of Montana rights and benefits under certain treaties; 
to the Committee on Indian A.fl:'airs. 

Also (by departmental request), a bill (H. R. 11582) to au­
thorize the cancellation of the balance due on a reimbursable 
agreement for the sale of cattle to certain Rosebud Indians; 
to the Committee on Indian A.fl:'airs. 

By Mr. TILLMAN: A bill (H. R. 11583) granting the con· 
sent of Congress to the State }Jighway Commission of Arkansas 
to construct, maintain, and operate a bridge across the ·white 
River at Cotter, Ark. ; to the Committee on Interstate and 
Foreign Commerce. 

By Mr. BELL: A bill (H. R. 11584) to amend the act en­
titled "An act for the retirement of employees in the classified 
civil service, and for other purposes," approved May 22, 1920, 
and acts in amendment thereof, approved July 3, 1926; to the 
Committee on the Civil Service. 

By Mr. BROWNE: A bill (H. R. 11585) to establish fish· 
cultural station and auxiliary stations at points in the State 
of Wisconsin ; to the Committee on the Merchant Marine and 
Fisheries. 

By Mr. McSWAIN: Joint resolution (H. J. Res. 224) to 
ascertain which was the fir t heavier-than-air flying machine; 
to the Committee on .Military Affah-s. 

PRIVATE BILLS AND RESOLUTIONS 
Under clause 1 of Rule XXII, private bills and resolutions 

were introduced and severally referred as follows: 
By Mr. ASWELL: A bill (H. R. 11586) for the I'elief of ' 

John Callaghan; to the Committee on Claims. ' 
By Mr. BEGG: A bill (H. R. 11587) granting a pension to 

John Corbin ; to the Committee on Pensions. 
By Mr. CANFIELD: A bill (H. R. 11588) granting an in-. 

crease of pension to Sarah E. Baker; to the Committee on 
Pensions. · 

By Mr. CROWTHER: A bill (H. R. 11589) granting an in- · 
crease of pension to Catherine Van De Bogart; to the Committee 
on Invalid Pensions. 

Also, a bill (H. R. 11590) granting an increase of pension to 
Mary M. Smoke; to the Committee in Invalid Pensions. 

By Mr. DICKINSON of Missouri: A bill (H. R. 11591) grant­
ing a pension to Sarah E. Hudson; to the ColillQittee on Invalid 
Pensions. 

By Mr. DOWELL: A bill (H. R. 11592) granting a pension 
to Louisa Siples ; to the Committee on Invalid Pensions. 

By Mr. DYER: A bill (H. R. 11593) for the relief of Arkla 
Lumber & Manufacturing Co.; to the Committee on Claims. 

Also, a bill (H. R. 11594) for the relief of Eugene J. Spencer ; 
to the Committee on Military Affairs. 

By Mr. EVANS of California: A bill (H. R. 11595) granting 
an increase of pension to Joseph Lightstone ; to the Committee 
on Pensions. 

By Mr. HOGG: A bill (H. R. 11596) granting compensation to 
Bertha M. Freeze; to the Committee on World War Veterans' 
Legislation. 

Also a bill (H. R. 11597) for the relief of Samw.el Kelly ; to 
the Committee on Military A.fl:'airs. 

Also, a bill (H. R. 11598) for the relief of mysses G. Vance; 
to the Committee on Claims. 

By Mrs. LA....~GLEY: A bill (H. R. 11599) for tbe relief of 
Frank M. Lyon ; to the Committee on War Claims. 

By Mr. MOORMAN: A bill (H. R. 11600) granting a pension 
to Sarah A. Nugent; to the Committee on Invalid Pensions. 

Also, a bill (H. R. 11601) granting a pension to Henry G. 
Day ; to the Committee on Invalid Pensions. 

Also, a bill (H. R. 11602) granting a pension to Clay Franklin 
Pack ; to the Committee on Invalid Pensions. 

Also, a bill (H. R. 11603) granting a pension to Mrs. Carey 
Brown ; to the Committee on Invalid Pensions. 

By Mr. MOORE of Virginia (by request) : A bill (H. R. 
11604) for the relief of J. Linwood Johnson; to the committee 
on the District of Columbia. 

By Mr. MORROW: A bill (H. R. 11605) granting a pension 
to Charles S. Rawles; to the Committee on Pensions. 

By Mr. REECE: A bill (H. R. 11606) granting an inct·ease of 
pension to Arthur D. Warden; to the Committee on Pensions. 

By Mr. REID of Dlinois: A bill (H. R. 11607) for the relief 
of Capt. Roger H. Young; to the Committee on War Claims. 
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By Mrs. ROGERS: A bill (H. R. 11608) granting a . pension 

to Bridget Fennell ; to the Committee on Pensions. 
By Mr. SPEAKS: A bill (H. R. 11609) granting an increase 

of pension to Sarah J. Rhinehart ; to the Committee on Invalid 
Pensions. 

Also, a bill (H. R. 11610) granting an increase of pension to 
Sarah J. McCauley; to the Committee on Invalid Pensions. 

Also, a bill (H. R. 11611) granting an increase of pension to 
Margaret Steadman ; to the Committee on Invalid Pensions. 

By Mr. THURSTON: A bill (H. R. 11612) granting an in­
crease of pension to Eliza E. Patton ; to the Committee on In­
valid Pensions. 

By Mr. WARE: A bill (H. R. 11613) granting an increase of 
pension: to Molly Tarvin ; to the Committee on Invalid Pensions. 

By Mr. WELSH of Pennsylvania: A bill (H. R. 11614) for 
the relief of Oliver Ellison ; to the Committee on Military 
Affairs. 

By Mr. WILLIAMS of Illinois: A bill (H. R. 11615) granting 
an increase of pension to Sarah E. Davis; to the Committee on 
Invalid Pensions. 

PETITIONS, ETC. 
Under clause 1 of Rule XXII, petitions and papers were laid 

on the Clerk's desk and referi·ed as follows: 
4687. By Mr. ARENTZ: Resolution of Lyon County, Nev., 

Farm Bureau, w·ging Congress to support Navy plan for con­
struction of an ammunition plant at Hawthorne, Nev.; to the 
Committee on Naval Affairs. 

4688. Also, resolution of Lyon County, Nev., Farm Bureau, 
urging Congress to support bill introduced by Mr. ARENTZ for 
appropriation of funds for construction of dam and reservoir on 
the Schurz (Nev.) Indian Reservation; to the Committee on 
Indian Affairs. 

4689. By Mr. BACHMANN: Petition of Madge Smith and nu­
merous other citizens of McMechen, W. Va., protesting against 
the Lankford compulsory Sunday observance bill (H. R. 78) ; to 
the Committee on the District of Columbia. 

4690. By Mr. BARBOUR: Petition of residents of the seventh 
congressional district of California, protesting against the Lank­
ford Sunday bill (H. R. 78) ; to the Committee on the District 
of Columbia. 

4691. Also, telegram of Merced County Council of Parent­
Teacher Association, Livingsron. Calif., urging passage of Box 
bill; to the Committee on Immigration and Naturalization. 

4692. By Mr. CARTER: Petition of Carl G. Brown, president 
of the California Society Sons of the American Revolution, urg­
ing the passage of legislation increasing the allowance to each 

. soldier of the Reserve Officers' Training Corps to $36 ; to the 
Committee on Military Affairs. 

4693. By Mr. CROWTHER: Petition of residents of Schenec­
. tady, N. Y., against compulsory Sunday ob!:!ervance; to the Com­
mittee on the District of Columbia. 

4694. By Mr. CULLEN: Resolution of Order Sons of Italy in 
,America, No. 635, Brooklyn, requesting that October 12 be ob­
. served as Columbus Day; to the Committee on the Judiciary. 

4695. By l\fr. CURRY: Petition of citizens of the third Cali­
fornia district, against House bill 78 ; to the Committee on the 

. District of Columbia. 
4696. Also, petition of 1,026 citizens of the third California 

di!:!trict, protesting against the enactment of House bill 78 ; to 
the Committee on the District of Columbia. 

4697. By Mr. DEMPSEY: Petition of citizens of Niagara 
County, N.Y., favoring the Gibson retirement bill (H. R. 7369) ; 
to the Committee on the Civil Service. 

4698. Also, petition of citizens of Niagara County, N. Y., pro­
testing against Sunday observance bill (H. R. 78) ; to the Com­
mittee of the District of Columbia. 

4699. Also, petition of citizens of Pendleton, N. Y., favoring 
the Lankford Sunday observance bill ; to the Committee on the 
District of Columbia. · 

4700. By Mr. EVANS of · California: Petition of W. I. T. 
Hoover and approximately 260 others against the Navy pro­
gram; to the Committee on Naval Affairs. 

4701. By Mr. EVANS of :Montana: Petition of Anna Solum 
and other residents of Kalispell, Mont., protesting against the 
passage of House bill 78, the J,.ankford Sunday observance bill ; 
to the Committee on the District of Columbia. 
-· 4702. Also, petition of J. :m: Huff and other residents of Boze­
man, Mont., protesting against the passage of House bill 78 ; to 
the Committee on the District of Columbia. 

4703. By Mr. FENN: Petitions of sundry citizens of Hart­
ford and Southington, Conn., protesting against the passage 
of House bill 78 or any other bills relating to ·compulsory Sun­

. day observance; to the Committee on the District of Columbia. 

4704. By 1\Ir. ROY G. FITZGERALD: Petition of 29 citizens 
of Dayton, Ohio, protesting against the passage of House bill 
78, making Sunday observance compulsory in the Distnct of 
Columbia; to the Committee on the District of Columbia. 

4705. Also, petition of the New York Young Republican Club, 
approving House bill 500, for the retirement of disabled emer­
gency Army officers of the World War, and w·ging that Con­
gress take early action on the same ; to the Committee on 
World War Veterans' Legislation. 

4706. Also, petition of 56 citizens of Dayton, Ohio, requesting 
an increase in pensions for veterans and widows of veterans of 
the Civil War; to the Committee on Invalid Pensions. 

4707. By Mr. FRENCH: Petition of 60 citizens of Weiser, 
Idaho, protesting against enactment of House bill 78, or any 
compulsory Sunday observance bill ; to the Committee on the 
District of Columbia. 

4708. By Mr. GALLIVAN: Petition of Patrick J. O'Sullivan, 
116 West Sixth Sh·eet, South ~oston, Mass., urging early and 
favorable consideration of House bill 9502, providing for a 
30-day vacation for employees of the Post Office Department· to 
the Committee on the Post Office and Post Roads. ' 

4709. By Mr. GARBER : Letter of Elizabeth Barnett, 411 
East Eleventh Street, Pomona, Calif., in support of Evans bill 
for Civil War widows; to the Committee on Invalid Pensions. 

4710. Also, telegrams of Dr. D. D. McHenry, of Oklahoma 
City, Okla., and secretary St. Anthony Clinical Society Okla­
homa City, Okla., in support of Robinson amendment to' House 
bill 1 ; to the Committee on Ways and Means. 

4711. Also, letter of J. B. Landers, secretary-manager Indus­
trial Peace Insurance, in opposition to House bill 7759 and 
Senate bill 1482; to the Committee on the Judiciary. 

4712. Also, letter and resolution of Hack Saw Manufacturers 
Association of America (Inc.), 14 Wall Street, New York, in 
support of House bill 11, " fair trade act " ; to the Committee 
on Interstate and Foreign Commerce. 

~713. ~lso, letter ~d resolution of Fraternal Order of Eagles, 
W1sconsm State Aene, Neenah, Wis., in support of House bill 
4548 and Senate bill 3027, in regard to the retirement of dis­
abled emergency Army officers ; to the Committee on Invalid 
Pensions. 

4714. Also, petition of sundry residents of the eighth congres­
sional district, Oklahoma, in protest to the passage of House 
bill 78, for compulsory Sunday ·observance ; to the Committee 
on the District of Columbia. · 

4715. By Mr. HADLEY: Petition of sundry residents of 
Everett, Wash., and vicinity, protesting against the Lankford 
Sunday closing bill ; to the Committee on the District of 
Columbia . 

4716. Also, petition of sundry residents of Blaine, Wash., 
protesting against the Lankford Sunday closing bill· to the 
Committee on the District of Columbia. ' 

4717. By Mr. KETCHAM: Petition of John W. Broxholm 
and 24 othe! residents of Hartfor~, Mich., favoring the passage 
of House bill 78, the Lankford bill; to the Committee on the 
District of Columbia . 

4718. Also, petition of Nora Green and 44 other residents of 
Berrien County, Mich., protesting against the passage of House 
bill 78 or any other bill providing for compulsory Sunday 
observance ; to the Committee on the District of Columbia. 

4719. Also, petition of F. M. Thurston and 22 other residents 
of Sturgis, Mich., favoring the enactment of the Lankford bill 
(H. R. 78); to the Committee on the District of Columbia. 

4720. By Mr. KING: Petition signed by C. J. Hampton, 836 
South Henderson Street, Galesburg, lll., and 25 other citizens 
of Galesburg, against compulsory Sunday observance· to the 
Committee on the District of Columbia. ' 

4721. By Mr. LETTS: Petition of Dan MacNeill and sundry 
other citizens of Davenport, Iowa, protesting against the pas­
sage of House bill 78; to the Committee on the District of 
Columbia. 

4722. By Mr. MAJOR of Missouri: Petitions of citizens of 
Sedalia, Mo., protesting against the passage of the Lankford 
bill (H. R. 78) ; to the Committee on the District of Columbia. 

4723. By Mr. MEAD: Petition of several employees of United 
States Steamboat Inspection Service in support of House bill 
492; to the Committee on the Civil Service. 

4724. By Mr. MORROW: Petition of Club 0 Ten, Roswell, 
N. Mex., protesting against enactment of Box bill restricting 
Mexican immigration; to the Committee on Immigration and 
Naturalization. 

4725. By Mr. O'CONNELL: Petition of the Thurston Fruit 
Co. (Inc.), New York City, opposing the passage of House bill 
10362, to amend the tariff act of 1922, paragraph 770 ; to the 
Committee on Ways and Means. 
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4726. Also, petition of the Stre·et & Smith Corporation, pub­

li sber5;, of New York City, opposing section 611 and requesting 
that the same be ..., trkken from the proposed revenue act; also 
requesting that instead of repealing section 612 the same be 
clal'ified; to the Committee on Ways and Means. 

4727. Also, petition of the North American Water Works Cor­
poration, New York City, favoring the passage of House bill 
11026, to provide for the coordination of the public health ac­
tivities of the Goyernment; to the Committee on Interstate and 
Foreign Commerce. 

4728. Also, petition of the Dixie Post, No. 64, Veterans of 
Foreign Wars of the United States, National Sanatorium, 
Tenn., favoring the passage of the Rathbone bill (H. R. 9138) ; 
to the Committ·ee on Pen. ions. 

4729. Also, petition of the District of Columbia Federation of 
Women's Clubs, Washington, D. C., favoring the passage of the 
Capper-Gib~on bills (S. 1907 and H. R. 6664); to the Commit­
tee on the District of Columbia. 

4730. By Mr. PRALL : Resolution pas ed by the Friendship 
Council, No. 44, Junior Order of the American Mechanics of the 
State of New York (Inc.), Port Richmond, Staten Island, 
N. Y., received from Frank W. Hugi, recording secretary, rela­
tive to 3,000,000 aliens in the United States illegally and un­
lawfully; to the Committee on Immjgration and Naturalization. 

4731. By Mr. SANDERS of Texas: Petition of W. M. Stuart 
and several other citizens of VanZandt County, Tex., in behalf 
of the Hudspeth bill to prevent gambling in cotton futures and 
to make it unlawful for any person, corp01·ation, or associa­
tion of persons to sell any contract for future delivery of any 
cotton within the United States, unless such seller is actually 
the legitimate owner of the cotton so contracted for future 
delivery at the time said sale or contract is made ; to the Com­
mittee on Agriculture. 

4732. By Mr. SPEAKS: Petition signed by Mr. Samuel E. 
Keith and some 60 citizens of Franklin County, Ohio, urging 
that all Civil War widows be granted an allowance of $50 per 
month ; to the Committee on Invalid Pensions. 

4733. By Mr. THATCHER: Petition of numerous citizens of 
Louisville, Ky., protesting against the enactment of compulsory 
Sunday observance legislation ; to the Committee on the Dis­
trict of Columbia. 

4734. Also, petition of numerous citizens of Louisville, Ky., 
protesting against the enactment of compulsory Sunday ob­
e.ervance legislation ; to the Committee on the District of 
Columbia. 

4735. Also, petition of numerous citizens of Loui. ville, Ky., 
protesting against the enactment of compulsory Sunday observ­
ance legislation; to the Committee on the District of Columbia. 

4736. Also, petition of numerous citizens of Louisville, Ky., 
protesting against the enactment of compulsory Sunday ob­
servance legislation; to the Committee on the District of Co­
lumbia. 

4737. Also, petition of numerous citizens of Louisville, Ky., 
protesting against the enactment of compulsory Sunday observ­
ance legislation ; to the Committee on the District of Columbia. 

4738. Also, petition of numerous citizens of Louisville, Ky., 
protesting against the enactment of compulsory Sunday observ­
ance legislation; to the C.ommittee on the Di5trict of Columbia. 

4730. By Mr. WEAVER: Petition of sundry citizens of Hay­
wood County, N. C., protesting again t House bill 78, the 
Lankford Sunday observance bill ; to the Committee on the 
District of Columbia. 

4740. By Mr. WINGO: Petition of certain citizens of Pike 
County, Ark., indorsing increased pensions for veterans of the 
Civil War and their widows; to the Committee on Invalid 
Pensions. 

4741. By Mr. WOOD: Protest of 1\I. R. Lowenstine, of Val-
paraiso, Ind., against tbe enactment of Senate bill 1572; to the 
Committee on tbe Post Office and Post Roads. 

4742. Also, petition of sundry citizens of Lake County, Ind., 
protesting against an increase of the present quotas of immi­
grants to this country ; to the Committee on Immigration and 
Naturalization. 

SENATE 
THURSDAY, March 1, 19fZ8 

The Chaplain, Rev. Z!marney T. Phillips, D. D., offered ~e 
following prayer: 

Almighty God, the fountain of all wisdom, who knowest our 
necessities before we ask and our ignorance in asking, have 
compassion, we beseech Thee, upon our infirmities, strengthen 
us, we pray Thee, with Thy Holy Spirit, and dail3 increase in 
us Thy manifold gifts of grace, the spirft of wisdom and under­
standing, the spirit of counsel and knowledge and true godli-

nesg, And those things which for our unworthiness we dare 
not and for our blindness we can not ask, vouchsafe to give us 
for the worthiness of Thy Son, Jesus Christ our Lord. Amen. 

The <?hief Clerk proceeded to read the J ourna.l of yesterday's · 
proceedings, when, on request of Mr. CuRTIS and by unanimous 
consent, the further reading was dispensed with and the Journal 
was approved. 

li.ESSAGE FROM THE HOUSE 

A message from the House of Representatives, by Mr. Chaffee, 
one of its cler~ announced that. the House had passed the 
following bill and joint resolutions, in which it requested the 
concurrence of the Senate : 

H. R. 9040. An act to establish the standard of weights and 
m~sures for tbe following wheat-mill, rye-mill, and corn-mill 
products, namely, flours, semolina, hominy, grits, and meals, 
and all commercial feeding stuffs, and for other purposes ; 

H. J. Res.l92. Joint resolut ion to provide for the coinage of 
a medal in commemoration of the achievements of Col. Charles 
A. Lindbergh ; and 

H. J. Res. 223. Joint re olution making an additional appro­
priation for the eradication or control of the pink bollworm of 
cotton. 

CALL OF THE BOLL 

Mr. CURTIS. Mr. President, I suggest the absence of a · 
quorum. 

The VICE PRESIDE~'l'. The clerk will call the 1'011. 
The legislative clerk called the roll, and the following Sen­

ators answered to their names: 
Ashurst Ferris La Follette 
Barkley Fess McKellar 
Bayard Fletcher McLean 
Bingham Frazier McMaster 
Black George McNary 
Blaine Gerry Mayfield 
Blease Gillett Metcalf 
Borah Glass Moses 
Bratton Gooding Neely 
Brookhart Goold Norbeck 
Brous :ud Greene Nye 
Bruce Hale Odd.ie 
Capper Harris Overman 
Caraway Harrison Phipps 
Copeland Hayden Pine 
Couzens Heftlu Pittman 
Curtis Howell Ransdell 
Cutting John on Reed, Pa. 
Dale Jone Robinson, Ark. 
Deneen Kendrick Robillson, Ind. 
Dill Keyes Sackett 
Edge King Schall 

Sheppard 
Shipstead 
Sbortl'idge 
Simmons 
Smith 
Smoot 
Steck 
Steiwer 
Stephens 
Thomas 
Tydillgs 
Tyson 
Wagner 
Walsh, Mass. 
Walsh, Mont. 

· Warren 
Waterman 
Watson 
Willis 

Mr. GERRY. I wish to announce that the Senator from 
l\ew Jersey [Mr. EDWARDS] is necessarily detained from the 
Senate on account of illness in his family. 

'l'he VICE PRESIDENT. Eighty-five Senators having an· 
swered to their name::::, a quorum is present. 

HOUSE BILL AND JOINT RESOLUTIONS REFERRED 

The following bill and joint resolutions were seYerally read 
twice by their titles and referred as follows: 

H. R. 9040. An act to establish the standard of weights and 
measures for the following wheat-mill, rye-mill, and com-mill 
products, namely, flours, semolina, hominy, grits, and meals? 
and all commercial feeding stuffs, and for other purposes ; to 
the Committee on Agriculture and Forestry. 

H. J. R.es. 192. Joint resolution to provide for the coinage of a 
medal in commemoration of the achie\ements of Col. Charles A. 
Lindbergh; to the Committee on the Library. 

H. J. Res. 223. Joint resolution making an additional appr~ 
priation for the eradication or control of the pink bollworm of 
cotton ; to the Committee on Appropriations. 

ENROLLED BILLS SI:GNED 

The VICE PRESIDENT announced his. signature to the fo1-
lomng enrolled bills, which had previously been signed by the 
Speaker of the Hou e Of Repre entatives: 

H. R.121. An act authorizing the Cairo Association of Com­
merce, its successors and assigns, to construct, maintain, and 
operate a bridge across the Ohio River at or near Cairo, Ill.; 
and 

H. R. 5679. An act authorizing the Nebraska-Iowa Bridge 
Corporation, a Delaware corporation, its successors and assigns,. 
to con truct, maintain, and operate a bridge across the Mis· 
souri River between Washington County, Nebr., and Harrison 
County, Iowa. 

PETITIONS AND MEMOBIALB 

Mr. WALSH of Massachusetts presented memorials of sundry 
citizens of Boston and other municipalities in the State of Mas-­
sachusetts, remonstrating against the passage of tbe so-called 
Brookhart bill (S. 1667) relative to the distribution of motion 
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